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TRUCKS AND TRAILERS TEAM FOR PROFIT IN THE NEW 
GENERAL MOTORS TRUCK MATCHED UNITS .. . General 


Motors Truck matched units team for greater efficiency. They introduce better road- 
performance— motive unit and trailer are designed to work together perfectly. They 
bring new economies in maintenance—many vital parts of trucks and trailers are 
interchangeable. And they are sold by the same dealer organization, everywhere. 
Call in a General Motors Truck advisor when you need new hauling units, and take 
full advantage of his broad experience in selecting the most economical types of 
equipment for every kind of service. Time payments are financed at the lowest avail- 


able rates, through our own Yellow Manufacturing Acceptance Corporation. 


GENERAL MOTORS TRUCK COMPANY, PONTIAC, MICHIGAN (A Subsidiary of Yellow Truck and Coach Mfg. Co.) 
in Canada: General Motors Truck and Coach of Canada Ltd., Walkerville, Ont. 
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Forty Feet of Banking 


Sirs: The remarkable diversity of the banker’s interest was 
revealed to me the other day as I looked over the list of items 
which comprise the section on banks and banking in the Annual 
Index-Digest of The United States Daily. It was such striking 
evidence of the wide scope of banking that I thought it might be 
of sufficient interest to you to merit mention in your columns. 

I am, therefore, sending you a review copy of The United 
States Daily Annual Index-Digest, Volume V, for 1930-31. 

| Although almost everything imaginable in the way of govern- 
F ment activities is listed in this book, thirty inches of text, one 
column wide, are devoted to governmental discussions of and 
action on branch, chain and group banking alone. As a matter 
of fact, one of our staff with a penchant for statistics tells me that 
he measured forty feet of index space devoted to banks and 
banking in general, with two columns to bankers associations; 
four columns to the Federal Reserve System; the three land bank 
systems another column; national banks, one column and state 
banks, two columns. 

The subject of guarantee of deposits in fifteen states occupies 
nearly a column of references. Bank taxation, court decisions 
on banking matters, state and federal legislation, references to 
official reviews by banking commissioners of the laws that were 
passed in some thirty states in 1931 legislative sessions are included. 

H. R. BAUKHAGE, 
Tue Unirep States Darty, Washington, D. C. 
oo 


How Do You Keep From ‘Freezing’? 


Sirs: In the September issue of The Savings and Loan 
Journal, we noticed a short review of article “Safe This Side of 
the ‘Other Real Estate’”’ (by Donald B. Smith, The Burroughs 
Clearing House, June) which greatly interested us, and if it would 
not - asking too much we would greatly appreciate a copy of this 
article. 

We shall be glad to give you any information that you may 
require re savings and loan associations in British Columbia. 

F. BEvinGTon, Secretary, 
Yorkshire Savings & Loan Association, Vancouver 


ee 
See Page 13 


Sirs: For many years your estimable publication has been 
the clearing house for interesting comment on banking practice 
and has become a recognized medium for discussion of ideas perti- 
nent to the banking profession. 

One phase of bank work, however, seems to have escaped the 
attention of your contributors, and I am offering the enclosed 
article on that activity with the hope of inspiring some thought 
on the subject. 

The “Safekeeping of Securities” is the banking service I refer 
to, a responsibility many banks have assumed gratuitously for a 
long time. 

If my article appeals to you sufficiently to merit its publication 
in The Burroughs Clearing House, 1 will be glad to have you use it. 

J. H. Binns, 
Crocker First National Bank, San Francisco 


o¢¢ 


Runner Up—See This Column for November 


Sirs: Referring to your article in September issue (““From a 
Busy Desk” by Hy. W. Sanders) regarding “length of time for a 
certificate of stock to remain in the same name,” will state that 
one of our original certificates, No. 11, was issued November 8, 
1870, and still remains on our books in the name of the original 


owner. 
L. F. Hert, Cashier, _ 
_Moniteau National Bank, California, Missouri 
oe 


Somebody Else—Not Us 


_ Srrs: Iam trying to find an article which my memory says was 
it The Burroughs Clearing House, but I am not absolutely sure. 

This article was a rather humorous one and told how a govern- 
ment bureau made a demand for certain activities and how it de- 
veloped the demand among the people, secured appropriations and 
generally put the idea over. I do not recall the title nor just when 
it appeared, but I think within the last year at least. 

I would appreciate your advice as to whether this article is in 

he Burroughs Clearing House and if so, I would like to have you 

send me the proper number and your statement for the trouble 
and magazine. 

In closing, I would like to acknowledge the benefit I receive 
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from your publication. I read it rather carefully and find much 

of interest and value in it. 
R. W. ALLen, Cashier, 

Shoshone National Bank of Cody, Cody, Wyoming 
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Girls,* Youw’re “Being Talked About” 


Sirs: I am a page at the Harris Trust and Savings Bank and 
would be interested in securing ten copies of The Burroughs Clear- 
ing House of September, 1931. This magazine will prove of interest 
not only to me, but also to the other pages in the bank. We would 
like to have these magazines particularl because of the article 
“The Giris of ‘The Front Page’”’ (by Arthur Van Vlissingen, Jr.). 

If there is any charge in connection with these magazines, I 
will be pleased to send a check in payment thereof. 

Betty JocHum, 
Harris Trust and Savings Bank, Chicago 


*‘‘Page girls employed at 15 in the Harris Trust and Savings Bank, Chicago, are 
at 17 efficiently trained for good clerical jobs. As pages, they have become familiar 
se ee of the bank. Burroughs Clearing House, September.’’—System, 
November. 

See the fourth paragraph on page 31 (in ‘‘From a Busy Desk’’) in this issue. 

And the devastating satire of one of your ‘‘brothers’”’ cutting loose in the 
Guaranty News (Guaranty Trust Company of New York) for October, under the title 
of “Girl Pages ?—Just Ask Any of Clarke’s Classy Cadets for an Opinion.” 














A statewide correspondent 


service unexcelled for intimate 
knowledge of local conditions 
throughout California. * * 415 
banking offices in 243 Cali- 
fornia communities. « « Main 
offices in the two Federal 
Reserve cities in California: 


San Francisco and Los Angeles 


Bank of America 


National Trust @ Savings Association 
CALIFORNIA 


Bank of America National Trust & Savings Association, 4 National Bank, and 
Bank of America, 4 California State Bank, are identical 
in ownership and management 
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SN,ow Progressive Conservatism 


cBy Rome C. Stephenson 


Vice-president, St. Joseph County Savings Bank, South Bend, Indiana, 
and Retiring President of the American Bankers Association 


N a good many years of banking, I have never before 
| seen this country’s bankers in the nervous flutter that 

is today almost characteristic of the profession. It 
| may take the form of over-vehement description of the 
difficulties that unquestionably go with our work today, 
fist hammered into palm to emphasize each point. Or it 
may be observed in the manner of the formerly jovial soul 
who feebly gestures toward a chair and greets his visitors 
with, ‘Uh. H’are you?” I have seen a good many of 
both types during my travels of the past year. 

No competent banker believes that the present is a 
bed of roses. He knows better from his everyday expe- 
riences. He has to be careful, he stands greater chances 
of loss than at any time in his career unless he is a very 
old man. And always hanging over him is the unspoken 
thought that no matter how well he manages his bank’s 
affairs, some idiotic rumor might start a run that could 
strip his institution of the greater part of its cash and 
reserves. No, banking is a less carefree job than it was a 
few years ago. 

I believe we have let it get under our skins far deeper 
than is good for us, good for our institutions, good for 
national prosperity. Not all of us, of course. A large 
proportion, probably a sizable majority, of the country’s 
bankers are going along on even keels, doing a shrewd job 
of sizing up their prob- 
lems and solving them 
successfully. But there 
are too many who have 
let adverse conditions 
warp their judgment. 

The outstanding 
bankers have preached, 
with entire soundness, 
that times like these are 
times for caution. Any 
banker who does not 
know by now that he 
must watch his step has 
probably turned over 
his corner office to a 
receiver. Granting this, 
it seems to me there is 
a crying need to point 
out that caution does 
hot mean timidity. 
Some bankers have 
taken so literally the 
gospel of caution that 
they are almost afraid 
of their own shadows. 

Consider for a mo- 
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© I nternatwnat 
Hail and farewell—Rome C. Stephenson (right), retiring president of the American 








Bankers Association, greets Harry J. Haas, of Philad 
the convention in Atlantic City 


ment one incident that happened a few weeks ago in a 
large city. A good customer, head of a business which has 
always been prosperous and which even under current 
conditions is making a small profit, pushed a bundle of 
bonds across the counter and asked the banker to lend him 
an amount that left ample margin. ‘Why, of course,” 
agreed the banker. ‘But would you mind telling me what 
you want it for?” 

The customer explained that he was going to buy a 
home in a section where he had long wished to live, and 
needed the money to make the cash payment above the 
first mortgage. An excellent house, exactly what he wished 
and well within his means, had come on the market at a 
bargain price. The price above a five-year mortgage would 
take less than 10 per cent of his savings. And because he 
had been watching real estate prices in the territory for 
several years, he knew that this was an extraordinarily good 
buy. 

‘What? Buy a house?” exclaimed the banker. ‘Man 
if you will only wait longer, you can get houses at a fraction 
of this price! Things are going to get so much worse than 
they are now that in a year we'll be looking back on 1931 
as a time of plenty. Besides, if I were in your place I 
wouldn’t think of touching my cash reserves and expanding 
my living expenses. Mind you, you can have the loan if 
you want it. But I 
think you are awfully 
foolish if you do it.” 


HE would-be bor- 

rower put up an argu- 
ment, but eventually he 
weakened. The bank- 
er’s pessimism prevailed. 
The customer called up 
the house owner and 
told him the deal was off. 
What’s more, he went 
back to his plant and 
cut down the working 
hours. I have no doubt 
that he also slackened 
his selling efforts, for 
what’s the use of trying 
if conditions are so bad 
that there’s no chance 
for the present or the 
future? 

No doubt the banker 
aii was sincere in his blues. 
But let’s look at the 


elphia, incoming president, at results. In the first 
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place, he talked himself out of 


THE BURROUGHS 





a safe, profitable loan —with 
his cash position such that 
his bank is overflowing with 
unproductive funds. He 
talked his customer out of 
making a purchase which may 
well be a better opportunity 
than will come his way again. 
He kept that much money 
out of circulation, thereby 
slowing up this country’s re- 
turn to general prosperity. 
And he hit the country’s busi- 
ness below the belt a second 
time because his pessimism 
led directly to more unem- 
ployment in the customer’s 
factory. I hope he is proud of 
that day’s work! 

Don’t misunderstand 


me. 
I am not recommending 
careless lending, — reckless 


chance-taking, neglect of 
liquidity. Conservatism is 
essential to sound banking 
today. But it should be 
progressive conservatism. 
Otherwise we bankers are 
laving ourselves open to a 
valid charge that we are 
obstructing the return of 
normally good business. 





Read All of This 


~or None 


. 18 a gloomy moment in history. Not for 
many years—not in the lifetime of most men 
who read this paper -has there been so much 
grave and deep apprehension; never has the 
future seemed so incalculable as at this time. 
In our own country there is universal com- 
mercial prostration and c,and th 4 
ot our poorest fellow citizens are turned out 
against the approaching winter without em- 
ployment, and without the prospect of it. 

In France, the political caldron seethes 
and bubbles with uncertainty; Russia hangs, 
as usual, like a cloud, dark and silent upon 
the horizon of Europe; while all the ener- 
gies, resources and influences of the British 
Empire are sorely tried, and are yet to be 
tried more sorely, in coping with the vast 
and deadly Indian insurrection, and with 
its disturbed relations in China. 





It is a solemn moment, and no man can 
feel an indifference (which, happily, no man 


Of our own troubles no man can see the 
end. They are, fortunately, as yet mainly 
commercial; and if we are only to lose 
money, and by painful poverty to be taught 
wisdom -the wisdom of honor, of faith, of 
sympathy and of charity- no man need seri- 
ously to despair. And yet the very haste to 
be rich, which is the occasion of this wide- 
spread calamity, has also tended to destroy 
the moral forces with which we are to resist 
and subdue the calamity. 

Good friends-let our conduct prove 
that the call comes to men who have large 
hearts, however narrowed their homes may 
be; who have open hands, however empty 
their purses. In time of peril we have noth- 
ing but manhood, strong in its faith in 
God, to rely upon; and whoever shows him- 
self truly a God-fearing man now, by help- 
ing wherever and however he can, will be 
as blessed and beloved as a great light in 


“TARGE ENOUGH 


pretends to feel) in the issue of events. darkness. 


Now comes the remarkable fact. What you have just read was not written 
yesterday, about the conditions of today —but is a verbatim reprint of an 
editorial which appeared in Harper's Weekly on October 10, 1857. 
’ 

1857...the same year that saw the opening of the bank which is now called 
“Mercantile-Commerce.” July of that year was normal. September marked 
the beginning of depression. This editorial appeared in October. Seventeen 
months later, in March of 1859, business was back at normal again. 
“Of our own troubles no man can see the end.” They said it in 1857, 
and it has been said many times, before and since. Depressions have 
occurred in American business since the Revolutionary War, and every 
one has looked black, and seemed unending. 


Every one has been followed by recovery - and prosperity. 


Mercantile-Commerce 
Bank and Trust Company 


Locust - Eighth - St. Charles 
Saint Louis 


TO SERVE ANY « STRONG 


ENOUGH TO PROTECT ALL” 


progress which has so far 


day is only a fraction of the 
progress our bank will shovy 
in a few years as a result oj 
the momentum it is gather. 
ing right now. 

Other cities, where some oj 
the bankers are leaning over 
backwards in what they! 
mistakenly regard as mere 
conservatism, are seeing even 
greater alterations in _ the 
banking line-up. I have in 
mind one large city where 
at least two of the big banks, 
perfectly sound and_ with 
maximum liquidity, are using 
a great deal of pressure to 
collect notes as they come 
due, and are not making 
many new loans. What’s 
more, they are getting their 
money —if not from their 


ness, we are actually making i 


permitted us to earn a 
dividends without cutting the | 
dividend rate. We confidently | 
expect that this progress to. 








shaky customers, at least 

from their best customers. 
The other leading banks of 

this city are being progressively 








Probably we could stand such 

charges, for we are accustomed to 
being damned for various real or imag- 
inary faults. But something that we 
cannot stand, and that we do not want 
to stand, is to interfere with our own 
profits. And when we begin to say 
“No” first and think about it after- 
ward, when we suffer paralysis of the 
hand with which we O.K. customers’ 
notes, then we are cutting off our own 
profits. 

Does it sound over-cheerful to say 
that right now offers the greatest 
opportunity of the past fifty years for 
building up a sound bank into a more 
profitable institution? However it 
may sound, it is true. The bankers 
who are taking long-headed advantage 
of today’s conditions are going to be, 
unquestionably, the leading bankers 
of their communities within five years. 
And many a man who today heads the 
largest institution in his town but who 
has effectively retired from the bank- 
ing business by taking refuge in the 
cyclone cellar will be wondering five 
years from now why his bank is 
steadily losing ground to a bank that 
today is secondary. Maybe, after all, 
he will not be wondering. By that 
time he will probably have found out! 

In our bank we are being careful, 
but we have not dug ourselves a hole 
and pulled it in after us. We are not 
taking any long chances, and we are 
somewhat more stringent in our loan 
requirements than we were a few years 
ago. Most good bankers are doing the 
same thing. We are particularly care- 








From a letter from the Mercantile- 
Commerce Bank and Trust Company of 
St. Louis replying to a request for above 
advertisement to illustrate this article: 


**Here it is. 


= UNNY aboul Rome Stephenson. 

One of our vice-presidents who 
heard his A.B.A. speech at Allantic 
City told me, after the advertisement 
had been run, that Mr. Stephenson 
got up to read his speech, read the 
Harper’s editorial, looked up,grinned, 
and said: ‘What I have just read to 
you was written seventy-four years 
ago.’ So it shouldn't be out of place 
in his story—he having discovered 
if before we did, apparently.” 




















ful to avoid taking on customers who 
we have reason to believe are being 
pressed by the other banks —for in our 
comparatively small city we have been 
fortunate in having no cyclone-cellar 
bankers. If one of our banks is bearing 
down a bit, we know it is for cause, 
and we don’t want that kind of loans 
any more than does the banker who 
now has them. 

Like most cities, however, we have 
had some closings. These have made 
it necessary for a good many indi- 
viduals and business houses to find new 
banking connections. And we have 
been increasing our business by taking 
over just as many of the sound ac- 
counts as we can get from this crop of 
recent orphans. We are doing busi- 


conservative. They are reap- 
ing a harvest from the panic 
of their competitors. The men at 
the head of the companies which 
have for years banked with the institu- 
tions now showing timidity —they are 
coming to the progressive bankers and 
asking for a line of credit. These 
bankers are turning down every such 
account that looks less than gilt- 
edged. But they are taking over the 
gilt-edged accounts by the dozen. 

If this continues indefinitely, we 
shall see the too timid banks with 
fewer accounts than they have had for 
years. And those accounts remaining 
on their books will be the ones that 
the other banks do not want. By their 
timidity, these men are squeezing oul 
their best customers and keeping the 
ones that cannot go elsewhere. They 
are cutting down their gross incomes 
right now, and paving the way for a 
percentage of losses that will be far 
more serious than if they had kept the 
sweet along with the sour. And unless 
I know less about human nature than 
I think I do, they will never regain 
these good accounts, some of them the 
most desirable in the city. 

It is particularly noticeable in the 
very large city banks which by their 
very size are able to build staffs ol 
able bankers. Many —though not all - 
of these banks, with long histories 0! 
conservatism, are adding many new 
accounts and extending new lines 0! 
credit every day. Much of this busi- 
ness is coming to them from smaller 
banks, managed by men of less vision, 
who have absorbed too whole-heartedly 


(Continued on page 30) 
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10 The Test of Industrial Savings 
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x cBy T. W. Marshall 

er- 

of 1926 1927 1928 1929 1930 193! 

ver eats 

ey | 1400 Payroll ~ 

eTe EGARDED by bankers _ {300 pomoednt « I gainingthem. It was only natural 

en R generally as “‘fair-weather”’ that the inauguration of a new 
the business, industrial savings (200 idea in bank savings would cost 

Nf plans today are being subjected 100 money, and this promotion ex- 

ref toclose scrutiny. Many bankers pense was by no means wasted. 
ks. > confidentially felt that during a t000 However, it could not be con- 
ith} business depression such savings 990 tinued. Once the Save-at-the- 

Mg} accounts would practically disap- Employme nent Shop Plan had gained headway, 

lo} pear, or at best decrease to the as 1921 = 100 120 it would, if it were to become a 
Mey point where bankprofits on them 700 110 regular institution, have to grow 
ing} might vanish. 600 unassisted by such extensive ad- 
at's The depression has come; what 100 vertising. 
ler F actually has happened to these 800 90 With this idea in mind, 
1" } industrial saving accounts as a 400 Save-at-the-Shop advertising was 
ast F result? 80 sradually reduced, until in 1923, 

The ten years of experience 30 Savings a little more than two years after 
5 Ol} which the Union Trust Company 200 the plan was first conceived, the 
vely | of Cleveland has had with such advertising appropriation de- 
ap- | accounts may prove illuminating, 00 voted to Save-at-the-Shop sell- 
‘nlc | and provide a fair basis for con- ing was radically reduced. News- 
lt} clusions about industrial savings, as these workers would like to open sav- paper advertising, billboard and shop 
ich } wellas an interesting human picture of ings accounts were it not for the time _ posters were eliminated. Thus promo- 
itU- | what happens to small savings accounts and inconvenience involved. tion was limited to personal solicita- 
ale F in times of economic stress. Events later showed that this as- tion among the workmen in factories 
and The Save-at-the-Shop Plan was in- sumption was true, but it must not be where the plan was already in use, 
hese augurated by the Union Trust Com- omitted that when the Save-at-the- and the distribution of pay envelopes 
such pany in 1921, at a time when a variety Shop Plan was initiated, it was a new with the Save-at-the-Shop advertising 
gilt- F of special savings accounts were com-_ idea and therefore required a consid-_ printed on them. Efforts to get new 
the F ing into popularity. The Save-at-the- erable amount of special advertising factories to install the plan were of 

Shop Plan, however, has three char- and promotion at the time of its intro- course continued. 

We] acteristics which distinguish it from duction. Promotion to this small extent, it 
with most varieties of special savings ; was felt, should not make the cost of 
d for } accounts. Abandonment of Intensive Promotion the plan prohibitive. If, under such 
ning First, there is a real demand for such As workers became acquainted with limitations, Save-at-the-Shop deposits 
that } bank service, and at the time the plan the Save-at-the-Shop Plan through ad- should continue to increase, the plan 
their } was started, employment in Cleveland — vertising, personal solicitation by bank would be worth while retaining as a 
oul! was good and wages were on the rise. representatives, and, last but not least, matter of profitable bank operation. 
the Second, a real, concrete service is word-of-mouth recommendations from ; ; 
rhey | offered, for through the plan men are fellow-workers, the plan grew. The Business Depression — Fears for 
pmes | enabled to make savings deposits with work of the bank’s solicitors became Industrial Savings 
or 4} practically no effort on their part be- easier and simpler, and the plan was In a short time after the abandon- 
» lar} yond doing without the money. adopted by additional shops, factories, ment of the extensive advertising of 
the} The third distinguishing character- stores and plants. the Save-at-the-Shop Plan, it became 
nless f istic of the Save-at-the-Shop Plan is Actual field experience of the bank’s apparent that the missionary work had 
than} that of payroll deductions, insuring representatives vindicated the funda- been well done. Both deposits and the 
‘gall f unusual regularity of deposits. mental idea behind the Save-at-the- number of new accounts continued to 
i the Cleveland was a logical city for the Shop Plan —that the average workman, _ increase without the aid of advertising. 

adoption of the Save-at-the-Shop Plan. regardless of the size of his wage, Some were inclined to be surprised at 
| the f At the time of the adoption of the plan, wished to save money. Given an op-_ this result; human inertia, they said, 
their 2,256 Cleveland factories were employ- portunity, he showed emphatically kept the money in the bank. 
Is 0! f ing 103,336 workers and paying them that he would and could save money. “The Save-at-the-Shop Plan is all 
all— fF annually some $132,336,882 in wages. The thousands of new Save-at-the- right in good times,” said one man, 
es Ol} Here, it appeared, would be a fertile Shop accounts were a concrete expres- “but wait until we have a business de- 
new flield for the Save-at-the-Shop Plan, _ sion of his willingness to save. pression —and then see what happens.” 
es Olflor the hours of many of these In the meantime, however, promo- This lugubrious prediction was not 
busi- | workers were such as to make it in- tion costs had mounted. Large and immediately tested, however. Em- 
valler | convenient, if not impossible, to reach gratifying as the new accounts were, ployment and wages increased with 
ision, | 2 bank during banking hours. Further- they were not large enough to justify improving business conditions. Save- 
tedly } more, it was believed that many of the money that had been spent in  at-the-Shop deposits grew, new men 
e 30) 
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opened accounts, new and growing 
factories adopted the plan for their 
employees. Business boomed, and 
although some workmen withdrew 
their deposits for further investments 
—to buy automobiles, to buy radios, to 
make down payments on homes— 
Save-at-the-Shop accounts grew until 
in 1929 deposits closely approached the 
million dollar mark. And this million 
dollars was saved slowly in one and 
two dollar weekly deposits by men 
who otherwise might never have saved 
anything. 

From the purely humanitarian point 
of view, it was an achievement of which 
the bank might well be proud; and no 
bank is too large to ignore a million 
dollars on deposit. 

Then came the stock market crash, 
followed by economic ills with business 
at a low ebb, and employment decreas- 
ing throughout the country. The fore- 
bodings about industrial savings during 
a depression were again called to mind. 
Would the constructive work involved 
in building up a million dollars in de- 
posits be destroyed? What would 
happen to the Save-at-the-Shop ac- 
counts —would they prove after all to 
be fair-weather funds? And would the 
workmen who kept their jobs go on 
saving money? In other words, had 
the Save-at-the-Shop Plan done any 
permanent good, or would it go the way 
of all special accounts? 


Results of the Plan 

This question is answered definitely 
by some of the statistical results of the 
Save-at-the-Shop Plan. Deposits totals 
show rather conclusively that the Save- 
at-the-Shop Plan is not just a fair- 
weather activity, but that deposits do 
remain during a depression. 

On January 1, 1930, the total amount 
on deposit by workmen enrolled in the 
Save-at-the-Shop Plan was $951,125.97. 
One year later—one year of a serious 
industrial depression, and a year of 
unemployment —the total amount on 
deposit had decreased to $828,064.62 — 
decrease of $123,061.35. During this 
time the number of active accounts 
had decreased from 11,128 in 1930 to 
10,013 in 1931. In 1930, 147 men had 
accounts of $1,000 or over. This num- 
ber had increased to 163 men with ac- 
counts of $1,000 or over in 1931. And 
many of these accounts do not stop at 
$1,000 —several are above $5,000. 

Accounts with deposits of between 
$500 and $1,000 decreased about 20 
per cent, those between $100 and $500 
by approximately the same percentage, 
while the loss of accounts of $100 or 
less was smaller. 

It is believed that a great majority 
of the accounts which were drawn upon 
or closed out entirely during 1930, 
were held by men who received less 
money in wages, or who had lost their 
jobs outright. Since Save-at-the-Shop 


accounts are treated at the bank as 
ordinary savings accounts, no actual 
statistics can be shown. However, this 
tendency is illustrated in the accom- 
panying graph of payroll savings 
and employment. The payroll curve is 
composed of the monthly payrolls of 
fifteen diverse industries chosen at 
random among employers who offered 
to their workers the Save-at-the-Shop 
Plan. The concurrent deposit curve 
lags rather definitely behind the falling 
off in the amount of payrolls, and the 
fact that the percentage of decrease is 
much less, indicates that the decrease 
in savings deposits results not from an 
abandonment of saving on the part of 
those employees, but simply the use of 
savings as a cushion against financial 
difficulties on the part of those who 
have been thrown out of employment 
by reason of payroll decreases. 


What Happens to Savers Who 
Lose Their Jobs? 


Impressive as are the statistical re- 
sults of the Save-at-the-Shop Plan 
over a period of ten years and through 
the depression, they do not begin to 
tell the whole story. Ample encourage- 
ment for the continuation of the plan 
by the bank is found in the attitude of 
the workers who now are holding Save- 
at-the-Shop accounts, whether they 
are still working or not. Anyone who 
has a financial backlog will appreciate 
this feeling on the part of the workman 
who has a bank account. Whether he 
keeps his job or not, he feels that he 
can ride out the worst of his difficulties. 

One man, who when he was at work 
had been earning $35, had been in the 
habit of depositing $10 a week in his 
savings account, living on the remain- 
ing $25. Twenty-five dollars a week 
isn’t much to live on, but that same 
man now is drawing out only $10 a 
week from his savings to replace his 
vanished income. 

Another man who had been setting 
aside $5 a week out of his pay envelope 
has managed to keep his job —and in- 
stead of depositing only $5, he had in- 
creased his payroll deduction for his 
Save-at-the-Shop account to $10— 
illustrating a rather human tendency 
among the workmen who are close to 
the bare tragedy of unemployment, 
and who now better than ever before 
can see what a healthy bank account 
means during a depression. 

One outstanding workman up to two 
years ago held an excellent job in one 
of Cleveland’s factories, and in the 
relatively short time since the begin- 
ning of the institution of the Save-at- 
the-Shop Plan at the bank, has amassed 
a savings total of more than $6,000. 
Two years ago he lost his job—a 
victim of “technological unemploy- 
ment.” He is able, however, with the 
aid of his bank account, to provide for 
his family—on a much more modest 
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scale of course —and to prepare him. 
self for another job when _ business 
recovers. 


give them the courage to carry on. 
Individual instances of the attitude 

of workers toward the Save-at-the- 

Shop Plan could be multiplied; but, in 


general, this attitude is the same-— | 


that now as never before they realize 
the value of a Save-at-the-Shop ac- 
count, and if they are employed, they 
are keeping up their deposits and even 
increasing them in some instances. It 
may safely be said that a majority of 
closed accounts are the result of unem- 
ployment. Workers, like everyone else, 
are saving more during the depression 
than at other times. 

Experience of the Union Trust Com- 
pany with the Save-at-the-Shop Plan 
during the past ten years, and with 
the past two years especially in mind, 
has given the plan a permanent place 
in the bank’s operation. It has under- 
gone the crucial test of unemployment, 
and the bare fact that it is weathering 


the present depression unaided by ad- { 


vertising or special promotion, in- 
dicates that the plan is here to stay. 

The dollars that went into its pro- 
motion during the first two years of its 
adoption have more than been repaid. 
The success of the plan indicates that 
it is far more than an employees’ wel- 
fare measure —it is good business for 
the bank as well. 


The Alabama Bank 
Stock 


“GELL you my stock in the Snow 
Bank for 110,” A offered. 

‘*“You’ve sold,” B agreed. 

Now, there was in Alabama at that 
time a “blue sky” law making it un- 
lawful to sell stock by means of any 
advertisement, circulars or prospectus, 
or by any other public offering, with- 
out complying with certain require- 
ments. B failed to pay for the stock, 
A sued, and B set up the defense that 
the sale was contrary to Alabama law. 

“It was a private sale, and was not 
made by means of any advertising, or 
‘by any other form of public offering,’ ” 
A retorted, and the Supreme Court of 
Alabama in a recent case reported in 
101 Southern Reporter, 651, ruled 
that he was right. 

“The sale, or offering for sale, of the 
speculative securities was not ac- 
complished by either of the means 
designated in the statute—by adver- 
tising, or by circulars or prospectus, oF 
by some other form of public offering - 
and was not directly or indirectly in 
the promotion of such enterprise with- 
in the purview of the statute,”’ said the 
Court. —M. L. H. 


Other men with smaller | 
savings accounts are doing much the | 
same thing. They are not all young | 
men, but their bank accounts seem to | 
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CLEARING HOUSE 


MR. HARGER 


HY is a bank director? That 
WW question I tried to answer as I 

sat for the first time at the long 
oak table in the rear room of the Center 
State Bank on whose board of direc- 
tors I had just taken a place. Seven 
men were at the table—two mer- 
chants, a lawyer, three active officers 
of the bank and myself. The presi- 
dent, sitting at the end of the table, 
presided. It was all so new to me, the 
youngest member, that little seemed 
advisable but to listen to the proceed- 
ings. 

My election as director was largely 
an accident. Somehow it had been 
discovered that an inheritance of 
several thousand dollars had come to 
me and was not yet invested. 

“This is a young man’s bank and 
we want you with us,” was the lure. 
“Rising business men are needed in 
finance and you can give a good service 
to the bank and to the town.” 

The proposition was particularly 
flattering, for the Center was a most 
dignified institution —housed in a huge 
Stone structure erected back in the 
seventies, its windows overlooking a 
vista of river and bluffs and valley 
land, standing for all that was 
eminently respectable in the com- 
munity. 

In the country town almost any 
type of prominence is welcome. The 
citizen who is never an officer of a 
lodge, on the library board or presi- 
dent of a civic club feels that he has 
not been properly recognized. A bank 
directorship is one step upward. Can- 
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Bank Director 


By C. M. Harger 


Abilene National Bank, Abilene, Kansas 


dor compels the admission that my 
advancement in the world of finance 
did not cause any excitement in the 
town —nor did it seem to agitate the 
other members of the board. 

At first thought it seemed as if the 
board was actually doing little. The 
members talked casually of the past 
month’s business, discussed a few slow 
notes, asked some questions as to the 
holding up of deposits and listened to 
the minutes of the last meeting. What 
effect, I pondered, has the board on the 
real activities of the bank? The offi- 
cers seem to have the entire manage- 
ment and merely report to us. But 
as the conversation went on I found 
that there was a constant reference of 
matters to the judgment of the board. 
What was best to do with this account? 
What was the standing of that debtor? 
What did anybody know about a new 
patron or a new business concern? The 
exchange of ideas went on and in the 
end I found that after all, the directors 
made an excellent background for the 
officers, a sort of court of last resort 
and a source of information that was 
most valuable. 

Among other things at that meeting 
came up the securing of new accounts. 
*“The board members can help us,” 
said the president, “if they will use 
their influence to bring accounts our 
way. We ought to have a number of 
firms on our lists that are now doing 


business at the other bank but are 
very friendly with our officership.” 

That looked to me like a place where 
I could be of service and I determined 
to show my helpfulness at the first 
possible moment. So a day or two 
later I left my office and went on the 
street to do a little missionary work 
for the bank. My idea was to argue 
certain friends of mine to change their 
accounts to the Central. 

The first attempt was met with a 
positive statement that the depositor 
did not wish to discuss it. “My bank 
is my personal affair,” he declared, 
‘“‘and I am being treated well where 
I am—not but what you would do as 
well —and do notcareto argue about it.” 


HE second effort drew a lecture: 

“Young man,” came back the pros- 
pect, ‘when I want advice as to where 
I shall do my banking I will let you 
know. Let me give you some advice. 
You can do more harm to this town 
by going around and by inference 
knocking on the other bank than you 
realize. Banks, of all institutions, 
should maintain good feeling for bank- 
ing as a whole and build up confidence 
in financial institutions. There has 
been too much talking about banks 
in this country and certainly you do 
not help things by trying to switch 
accounts —for a reason that must be 
plain to you. You’d better go back 
to your office and let account soliciting 
alone.” , 

This I did and the more I thought 
about it the sounder seemed his 
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suggestion. After all, it is essential that 
the public feel confidence in all banks 
and we must take our chances in 
getting business — based on the service 
we can give. 

When the matter came up again in 
board meeting I gave my experience. 
The president smiled. ““You are right,” 
he commented, “and we have found 
out long ago that such methods are 
not workable nor good judgment. But 
you can by your own personality build 
up confidence in our bank and assist 
in building up its business. Indi- 
vidually and collectively the names of 
you men stand for the character, 
direction and control of this bank 
and that is where you can count most. 
The direct contact of this bank with 
the people of the community is through 
its directors who represent the bank in 
their daily life of the town.” 

Somehow that little talk and my 
experience taught me more about my 
real position as a director than I had 
obtained from any meditation. 

One of the first problems of the 
director job came in connection with 
a stock salesman who was working the 
community. He had the state right 
of a patent fence post which could be 
made cheaply and he was selling 
county and township rights to the 
farmers. He had called at the bank 
and interviewed the president, finding 
him in a fairly receptive mood to help 
along his projects. 

At the next directors’ meeting came 
in several notes of $400 each signed 
by farmers and made out to the Blue 
Sky Fence Post Company and assigned 
to the bank. 

“‘What about these?”’ I asked. 

““Well,”’ replied the president easily, 
“the agent has sold those two men 
township rights for the fence posts. 
They can sell the rights to their neigh- 
bors and make a heap of money.” 

“But can they sell any? What if 
the neighbors laugh at them and there 
is no profit?” 

“It will be just too bad and they 
will have to pay the notes—they are 
good. Don’t forget that we are making 





a handsome discount on that paper — 
20 per cent off and 8 per cent interest. 
We can’t afford to turn them down.” 

“Yes, and when we collect, as we 
probably shall have to do, those 
farmers will be angry at the bank and 
tell that we were in cahoots with the 
promoters of the scheme. You know 
what that will do to us.” 

Another member of the board sus- 
tained me but the other directors 








HE bank director, who has 

had little attention in all the 
discussion of finance, has his 
innings in “Reflections of a 
Bank Director,’ commencing in 
this issue. Its author, C. M. 
Harger, has served on the board 
of a western bank for a quarter 
century and pictures frankly the 
director’s relations with the bank 
and the community.  Perplex- 
ities arising around the directors’ 
table, outside influences affecting 
the bank through its directors, 
revelation of the character of 
customers as the director sees 
them, his own attitude toward the 
bank management are related in 
personal reminiscence. The posi- 
tion has plenty of problems and re- 
sponsibilities and this series tells 
how the average director meetsthem. 




















stood by the president. I lost my 
battle —though I had the satisfaction 
of having my vote recorded “No” on 
the minutes. This came back to me 
later when we had our experience with 
the Latham brothers. 

The Lathams lived over on Candy 
Creek, both in their sixties, thrifty, 
one unmarried, toiled early and late 
and were considered about the best 
farmers in the community with ab- 
solutely good credit. 

One day Henry, the elder, came to 
my office and took me aside for a 
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confidential talk. ‘“‘I want to see you 


about a loan at your bank,” he began. | 
“It is always a good thing to consult | 


all the directors.”’ 


This was a tactful approach for it 


flattered me to be considered an 
authority on finance. 

“I have seen the president,”’ he 
went on, “and he is favorable to the 
loan —it is for $3,000. Pretty large 
but I guess I am good for it—and my 
brother will sign the note.” 

Often we get impressions of people 
we see only occasionally and I had 
heard the Lathams mentioned so often 
as successful and prosperous farmers 
that I had no manner of doubt as to 
their financial worth. These impres- 
sions are often misleading but some- 
how they do stick. I wanted to show 
my familiarity with banking and 
asked, ‘“‘What are you going to do wil 
this money —feed cattle?” 

“I do not know that it is any of 
your business what I do with it,” he 
snappishly replied. “It is my money 
and no banker can tell me what use 
I make of it.” 

“But a bank has some responsibility 
and we ought to have an idea what 
chance there is of getting the note paid.” 

*That’s all right—I have seen the 
officers and I expect to get the money.” 

When the board met I watched for 
this note. At the beginning the presi- 
dent used to read off the list of notes 
from a record book, hurrying along so 
fast that it was difficult to understand 
what he was talking about. I insisted 
that the actual notes should be in- 
spected by the directors and enable 
us to see just what were the terms and 
become familiar with the paper. Also 
I wanted the statements, such as we 
had —for even in that day some bor- 
rowers were asked to outline their 
financial status. 

The Latham note came along and 
I asked if they had a statement, receiv- 
ing a rebuke from the president. “‘You 
don’t have to get a statement from 
those men—they are as rich as any 
farmers in the county.” 

“Then what is the money to be 


(Continued on page 35) 
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Eleven 


hy Not Standards for Costs? 


Then Proceed With the Analysis of the 
A. B. Manufacturing Company’s Account 


OST accounting and the resulting 
C analysis of accounts has taken 
the banking profession by storm 
with varying results. Before bank 
cost accounting can have the respect 
to which it is entitled, both within 
and without the profession, and to 
give us within the profession the em- 
phatic value of comparisons, there 
should be adopted some standardized 
plan for obtaining costs. 
This was forcibly brought to my 
attention recently in a conversation 
with the treasurer of a large chain store 


organization with accounts in up- 
wards of 2,000 banks. He said in 


part: 

“Our bankers are writing us about 
our accounts, either asking for an in- 
creased balance or for permission to 
make a service charge on the account. 
In our business we feel that we must 
have the respect of our banking con- 
nections and we are willing to do any- 
thing within reason to obtain that 
respect, but when we ask for an analy- 
sis of our accounts, and their require- 
ments, we find we are lost. The 
variations are so great we wonder if 
our bankers know what they are doing 
or we feel that some of them are a 
trifle unreasonable.” 

Type of business, volume, location 
and what not will cause differences, 
but the variations should be within 
reason. 

The trouble is not that it costs one 
bank so much more to operate than 
the other, but in the fundamental 
principles used to get results. In other 
words, we have no standardized plan 
for allocating expenses and determining 
income. 

Personally, I am rather opposed to 
the budget plan which gives a depart- 
ment so much a year to operate on. 
Except for business promotion pur- 
poses, I prefer allowing a department 
so much per unit handled so that 
volume changes will automatically be 
taken care of. I say units rather than 
items because in most departments 
we handle different kinds of items and 
it frequently takes longer to handle 
some than it does the others. It should 
be the practice to call the time it takes 
the least time to handle one unit and 
gauge the others accordingly. As an 
example of this, suppose you are 
handling domestic and foreign drafts 
in one department. The domestic 
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Comptroller, Harris Trust and Savings Bank, 
Chicago 


draft would become one unit and if it 
takes six times as long to write a for- 
eign draft, such an item would become 
six units and to determine the cost of 
such an item, the unit cost would be 
multiplied by six. 

To follow through on my ideas of a 
budget, it is, of course, essential that 
we know the expenses of each and 
every department and that these 
expenses be not confused with pro- 
portionate shares of this and that. -: 
In other words, a department should 
be charged with nothing over which 
the manager does not have control. 
This, of course, stimulates the depart- 
ment managers’ interest in expense 
control. That limits charges to sal- 
aries, rent for actual space occupied, 
light, stationery withdrawn, those 
originating from service departments, 
and similar direct expenses. Such a 
set-up provides for numerous depart- 
ments and must take care of items 
which are not properly chargeable to 
any department. 

In the average large bank, depart- 
ments may be classified in the following 
divisions: 


General . . . Commercial Banking .. . 
Foreign ... Savings ... Bond ... Trust 
. . . Business Promotion . . . Service. 


O illustrate a plan suggested for 

standardization, let us take the figur- 
ing of costs in the Commercial Banking 
Division. The principles set fortn 
apply equally as well to the Foreign, 
Savings, Bond and Trust Divisions. 
First let us see what the General 
Division consists of. This division 
operates for the benefit of the entire 
institution and includes items not 
properly chargeable to any depart- 
ment, items originating more or less 
from policy. Here are the depart- 
ments and the general charges de- 
scribed: 


Administration (General Executive) .. . 


Auditing . . . Central Files . . . Coupon 
Collection ... Custodian ... Filing... 
General Books ... Janitors . . . Library 
... Lunch Room ... Matron ... Pages 
. . . Personnel . . . Police, Information, 
Elevator Men . . . Registered Mail... 
Stock Room (Operation only) ... Vault 
Filing. 


General Charges: 


Benevolences . . . Clearing House, State 
Auditors’ Fees . . . Dances, Dinners, etc. 
Directors’ Fees . . . Dues to Associ- 
ations . . . Fellowship Club . 
. . . Insurance . Legal. . . Loss on 
Obsolete Stationery . . .Publications .. . 
Rent of Lobbies, Stairways, etc. . . . 
Salaries—Retired Employees . . . Surety 
Bonds . . Miscellaneous. 


While it is true that the depart- 
ments in the Service Division do work 
for the entire institution, the type 
differs somewhat from that done by 
departments in the General Division 
in that it is fluctuating in volume and 
of a nature which would permit the 
shifting of labor by a department head 
to a department in this division. To 
prevent the latter, the cost of operating 
these departments should be ap- 
portioned and charged to the others 
on a basis of service rendered. These 
became direct charges as already 
mentioned. The following are usually 
set up in this division. 


. . Flowers 





Addressograph ... Correspondence ... 
Mailing . . . Messenger . . . Multigraph 
... Photostat ... Stenographic—General 
... Telegraph . . . Telephone. 


I might say here that the cost of 
operating departments in the Business 
Promotion Division —advertising, cir- 
cularizing, soliciting and the like—is 
not used in determining costs for the 
Commercial Banking Division. These 
costs should be regarded as a part of 
a “desired profit’? which will be dis- 
cussed later. I might add that per- 
sonal property tax comes in that same 
class and that income tax should be 
considered a reduction of earnings. 
These two likewise have no part in 
‘‘costs’’ as used herein. 


In the Banking Division we usually 
find this lineup of departments: 


Administration . . Analysis . ‘ 
Bookkeeping . . Check Filing. . . 
Clearance . . Collection . . Credit 
. . . Distribution . . . Draft Tellers . . 
Loans and Discounts... Mail Tellers 
... Paying Tellers . . . Receiving Tellers 
« « «. ePaRSE. 


This set-up enables us to determine 
the department manager’s respon- 


sibility and by comparison and figuring 
the cost of the items handled we deter- 
mine the trend of expenses. 

To determine the complete “costs” 
we must take the departmental totals 
in the Banking Division and add to 
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each the proportionate share of the 
items listed in the General Division. 
What shall that proportionate share 
be? 


1—Based on time spent or volume 
handled. 
Administration . Auditing . 


Central Files... Clearing House. State 


Auditors’ Fees . . Coupon Collection 
- - - Custodian... ’ Filing . . . General 
Books . . . Registered Mail . . . Vault 
Filing . . Directors’ Fees . . Legal. 
2 — Based on personnel. 
Library ... Lunch Room ... Matron 
. Personnel . . . Stock Room. . 
ances, Dinners, etc. Fellowship 
lub .. . Salaries—Retired E mploy ees... 


Surety Bonds. 


3 — Based on space occupied. 
Janitors . . . Pages 
mation, Elevator Men. . 
bies, Stairways, etc. 


. Police, Infor- 
. Rent of Lob- 
. Insurance. 


4—Charged to department of approving 
officer. 


Benevolences . . . Dues to Associations 
_. » Flowers. . . Loss on Obsolete Sta- 
tionery . . . Publications. 


We now have the totals of the direct 
and indirect charges against the de- 
partments in the Banking Division. 
In order to determine the value of 
checking accounts, these should now 
be divided into classes to cover certain 
functions or branches of banking. 

1 — Administration: That class which 
deals with the executive branch in- 
cluding the handling of loans and other 
assets. This expense should be pro- 
portioned over and charged to total 
resources at so much per thousand. 

Some accountants ignore a part of 
this expense or include it in the activity 
costs. They use what they call a 
“loaning cost’ and include in it the 
cost of the loan and bond department 
(meaning the investment account) 
including supervision. I think either 
practice is faulty. In my opinion there 
are other things to administration all 
properly chargeable to resources such 
as supervision of other assets, opera- 
tion policies, control of cash reserves, 
reserve policy, and many other similar 
efforts. 


HE “loaning cost” idea originated 

in an attempt to make a short cut 
in valuating an account, This cost was 
deducted from the income rate and 
the net was applied against the loan- 
able balance. This practice is errone- 
ous as it provides no reimbursement 
for administering anything but bonds 
and loans. 

In banks where this cost is ignored 
in the figures, it is theoretically “kept 
in mind.” I am not in favor of this 
or of short cuts. I favor putting 
everything down in black and white 
so that a logical explanation may be 
made for every item. This class of 
expense should be labeled “‘Administra- 
tion” and should be applied against 
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Name 


ACCOUNT ANALYSIS 


A. B. Manufacturing Company 





Average Daily Balance 
Less Average Daily Uncollected Funds 


Net Available Balance 
Less 1% Currency Reserve 
Less 13% with Federal Reserve Bank 
Less 4% Reserve with Correspondents 


Net Loanable Balance 


Exchange Charged 
Misc. Income, Carrying Charge 


Total Income 
Checks Drawn on Us 
Clearing Items paren - 


Transit Items Deposited. . 
Coupons Collected 


City Collections 
Country Collections... . 


Cost of Printing Special Checks 
Total Expense 


Interest Paid at 1% 


Net Income 


Deficit 





LOANABLE BALANCE 


Viqienseumnnee 20,000.00 


INCOME 
Interest on Loanable Balance @ 4%.... 
Interest on Reserve with Correspondents @ 4% 


eeereree TTT $ 


mon 

5 

@O® 
S828 

Oo 

“A 

—- moor 


Currency Deposited.............. 10,000 per M @ ‘45 
NE BEER. 6. 6 icc ic anceenddisans nem 30 @ .06 


....100 @ .25 


Administration. ...............Monthly per M @ .20 
Inactivity Charge............ Monthly per a/c @ 1.00 


Net Income (Interest Payment Not Deducted)......... 


Dessred ProGt 1%. . 0... ccc ccc ccceee 


GS gs enh ie nee Gd sie Sh nw bce WATE Ws Sa poe ee Sos nee 


Month of September, 1931 
$120,000.00 
100,000.00 


18,000.00 
$ 82,000.00 








275.00 


i) 


10 @ .15 


bo 


SSkoes See 





$ 68.80 


206.20 
83.33 


122.87 
100.00 


$ 22.87 








book balances when figuring the value 
of a checking account for that is the 
administering responsibility, not loan- 
able balances. 

2—Inactivity Cost: That propor- 
tion of expense chargeable to each ac- 
count covering the set-up necessary 
regardless of activity. In other words, 
the provision for activity whether used 
or not. This is a proper charge as 
can be appreciated when it is realized 
that regardless of activity, space, 
official and clerical staff, equipment, 
etc., must be provided whether facili- 
ties are used or not. This charge is a 
common source of complaint; cus- 
tomers do not seem to understand 
why a charge should be made against 
their accounts because there was no 
activity. The answer is that the 
tacilities are provided and it is the 
customer’s fault if he does not use 
them. It might be likened to my 
recent experience. I use a_ public 
garage for my car but the charge did 
not stop when I went on a vacation. 
I did not use their facilities for several 
weeks. 

3—Activity Costs: Expense enter- 
ing into the actual handling of items. 

We have now reached the assembling 


point. We take the total expense of 
the Administration, Credit and Loans 
and Discounts Departments and call 
it Administration, divided by total 
resources and get our rate per thou- 
sand. 

Next we take one-third of the ex- 
pense of the remaining departments 
and call it the Inactivity Cost. 


"THE remaining two-thirds is the 

Activity Cost. In each department 
it is spread over the units handled 
and then multiplied to get the time 
cost in each of the departments. To 
get the total item cost for account 
valuating purposes, you have only to 
add together the costs in the depart- 
ments through which the time passed. 
For instance, to determine the cost of 
handling a deposited ‘‘check on us,’ 
we trace the course of the check and 
add together the departmental item 
cost of the Receiving Tellers, the Dis- 
tribution, the Bookkeeping and the 
Check Filing Departments, the last 
named including statement distribu- 
tion. 

Typical costs obtained in this man- 
ner showing their application in an 
analysis of a checking account are 
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set up as in the accompanying illus- 
tration of the A. B. Manufacturing 
Company. 

The income rate should be that 
received on bonds, loans and similar 
investments, net, less income tax; 
other profits should not be included. 
The Commercial Banking Department 


should stand on its own feet and earn- 
ings from other sources should not be 
used to present a false position. 

On the analysis you find an item 
“Desired Profit.” An account should 
not be considered profitable unless 
that figure, together with the expense 
of carrying the account, is earned. 


Thirteen 


What that is to be is largely a matter 
of opinion. In the large city banks it is 
usually figured at one per cent, whereas 
in smaller towns it can be easily run 
as high as two. In any event, this 
should take care of the following: 


Stockholders . 


. Personal Property 
Tax .. Reserves. . 


Business Promotion. 


P rofits in Securities Safekeeping 


public at large in stock market 

operations during the past ten 
years has greatly augmented the vol- 
ume of securities handled by the banks 
for their customers both as collateral 
and for safekeeping. The stocks and 
bonds purchased were either hypothe- 
cated with the bank as collateral or 
were held in safekeeping by the bank 
subject to the instructions of the cus- 
tomer, in order to facilitate antici- 
pated sales and also to avoid frequent 
inconvenient trips to a safe deposit 
box. 

With a few exceptions, compensation 
for the safekeeping service performed 
is “presumed”’ to be received through 
the profitable activities of the cus- 
tomer’s account in other depart- 
ments of the bank. In many 
instances a great deal of this 
theoretical earning from other 
activities of the “‘average”’ cus- 
tomer’s account is largely mythi- 
cal, a fact which may be proved 
by analysis. 

This established custom of 
banking institutions in serving 
their customers gratuitously in 
the safekeeping and handling 
of securities has been the sub- 
ject of discussion among bank 
officials for many years, and 
the great majority of them 
favor the adoption of a uniform 
schedule of charges made com- 
pulsory through clearing house 
association agreement. 


‘| general participation of the 


A$ a matter of fact, such uni- 
form schedules are now in 
effect in several cities, and the 
idea is proving to be a most 
Satisfactory innovation, in that 
the safekeeping department has 
been placed on a profitable earn- 
ing basis, and the rental of safe 
deposit boxes has been stimu- 
lated. 
In the process of evolving a 
Schedule of charges for safekeep- 


By Joseph Harrison Binns 


Crocker First National Bank, San Francisco 


ing service, a number of items inci- 
dental to the operating expense of the 
department must be considered. The 
following are a few of most important: 


(1) A capable officer of broad experience 
in handling securities must be as- 
signed to the management of the 
department. 

(2) Expensive vault equipment for the 
protection of the securities must be 
provided. 

(3) Proper insurance on the securities 
held as well as indemnity bonds for 
personnel are required. 

(4) Convenient counter facilities must 
be set aside for the department. 

(5) Card systems for recording complete 
description of the securities held 
must be maintained. 

(6) Subscription to various statistical 
services reporting stocks and bonds 
called or redeemed, information with 
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reference to exchange of temporary 
bonds for the definitives, defaults, 
etc. 

(7) Clipping interest coupons from 
bonds, executing income tax certi- 
ficates when necessary, and for- 
warding the coupons to the paying 
agents for collection, a function 
involving considerable clerical effort 
and requiring extreme diligence in 
its performance. 

(8) Disposition of the proceeds of cou- 
pons and called or matured bonds in 
accordance with instructions of the 
depositor. 

(9) Collection and disposition of divi- 
dends on stocks registered in the 
name of the bank’s nominee. 


(10) Handling transactions with brokers 

. incidental to the purchase or sale of 

securities as directed by the cus- 
tomer. 

(11) Deposit of defaulted issues with 


bondholders’ protective committees, 
keeping customer informed as to 
status of reorganizations, etc. 


Upon investigation of the 
schedules of charges in vogue 
by some banks, we find that 
there are two plans for the 
computation of the fee, the first 
being an annual charge based 
upon the par value of the bonds 
held in safekeeping and a rate 
per share for the stocks held; 
the second being a charge based 
upon a percentage of the income 
collected during the period the 
securities are held, both plans 
providing for a minimum annual 
charge equal approximately to 
the rental price of the smallest 
safe deposit box and a mini- 
mum charge of $1.00 for a 
lesser period. 

The first basis is the better 
from nearly every standpoint 
as it insures compensation for 
each bond or share of stock 
handled and the calculation of 
the charge involves the mini- 
mum of bookkeeping detail. 

The second plan is not a fair 
basis for charge because of the 
loss of compensation to the 
bank resulting from withdrawah 

(Continued on page 36) 
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essons in the Frozen Realty 


By John Walker Harrington 


P ¥ many banks their policy re- 
garding distressed lands and 
buildings presents a problem 

pressing for prompt solution. 

Realty’s frozen assets, indeed, figure 
in the $500,000,000 credit pool pro- 
posed by President Hoover. They 
were being discussed, also, even while 
his conferences with leading finan- 
ciers were in progress, by the American 
Bankers Association in convention 
assembled. At Atlantic City, Mr. 
Eugene M. Stevens, Chairman of the 
Federal Reserve Bank, of Chicago, 
devoted much of a formal paper to 
this subject. In it he ventured the 
opinion .that most bank failures since 
1921 were due to unfortunate invest- 
ments in real property. 

‘“*Indeed,” he asserted, “‘the situation 
in real estate values may be said to be 
one of the vital factors in the present 
depression.” 

Owing to this condition the banks 
of the nation, especially commercial 
institutions, are disposed to modify 
their methods of dealing with realty. 
This article treats :of co-structive 
measures on this line suggested by the 
practical experience of executives. 

Varying phases of the problem are 
met by savings banks, trust companies, 


and state and national establishments 
and private banking concerns, owing 
to their peculiar types of organization. 
Some have been much more successful 
in solution than others, due not in- 
frequently to their legal limitations. 
All have to do with an equation more 
or less vexed but never fixed. 

State and national banks may have 
taken benumbing burdens of frozen 
real estate assets through circum- 
stances which were hard to foresee. 
They had accepted excellent, even 
gilt-edged securities, which so depre- 
ciated that prudence demanded more 
collateral on the loans. Shifting about 
for something, they were often obliged 
to accept mortgages on business build- 
ings or homes-—firsts, if they could 
get them; seconds, rather than nothing 
at all. Large city banks, with num- 
erous branches both in urban and sub- 
urban areas, found themselves with 
scores of pledges on their hands. Willy 
nilly, they entered the real estate 
business. 

Certain less conservative ones were 
carried away in orgies of skyscraper 
speculation, especially in New York 
City. They advanced large sums to 
daring real estate promoters, once 
poor immigrant boys, who had been 


publicized as wizards of the shoestring. 
One of these, hailed as a “manufac- 
turer of buildings,”’ had no fewer than 
thirty-one vast fabrics when the crash 
came and his last Tower of Babel was 
overwhelmed in the confusion of the 
tongues of clamorous creditors. An 
institution, which came to grief, held 
his note for $1,250,000. Had there 
not been a slump, all these ventures 
might have been carried to success, 
despite their rather airy financing. 


N important lesson learned by com- 

mercial banks from the changing 
conditions has been that handling 
real estate is a highly specialized 
business. They are in a different 
category than that to which savings 
banks and some trust companies be- 
long, for such institutions as a rule 
have thoroughly well organized real 
estate departments in charge of trained 
and experienced managers. Many 
powerful savings banks, such as the 
Bowery, of New York, advance money 
for the construction of buildings; 
other similar institutions confine 
themselves to first mortgages on struc- 
tures already in being. So ably and 
conservatively do banks of this type 
conduct their dealings in realty, that 
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many a leaf of counsel is being taken 
by the commercial banks from their 
book of success. A metropolitan bank 
only lately got from one of these 
strongholds of thrift information and 
advice with which it organized a fully 
equipped real estate department of 
its own. 

Although much of value in re-shap- 
ing a real estate policy may be learned 
from savings banks and insurance 
companies, surely no commercial in- 
stitution could gain from them an 
infallible rule of faith nor of constant 
practice. A savings bank is seldom 
subjected to sudden demands for 
money, a life insurance company 
knows that claims will be presented 
according to a fairly gradual ratio 
based on vital statistics. Such institu- 
tions can afford to have a relatively 
large proportion of real estate holdings 
and investments. 
Many lend money 
frequently for the 
erection of new 
structures, after being 
well convinced that 
as soon as they are 
ready for occupancy, 
rents will come in 
with which interest 
and amortization will 
be met. A commer- 
cial bank, to accept 
what a few months 
ago was called a 
“back number’’ view, 
advances money to a 
manufacturer with 
which he may pay 
for his raw materials 
and his workers. 
When he sells his 
product he has liqui- 
dated his assets of 
goods and labor and 
pays his loan. If 
business goes to the bad he cannot 
make good. Banks these days do not 
lend money to merchants and factory 
owners merely on the borrowers’ 
financial statements. Many have 
executives who know merchandising 
and manufacturing and can pass on 
the merits of loan applications in 
those fields. 

By the same token, men who have 
been brought up in real estate offices 
are being added to bank personnels, 
because they have the knowledge and 
experience which may be most valu- 
able at all times, and especially in 
emergencies. It requires an instinct 
for values and prospects to deal in 
real estate which may not be found in 
the mind of every man who has had 
only bank training. The man with 
real estate experience soon can add to 
his knowledge of finance. Frequently 
also a banker, when assigned to look 
alter realty relations, develops a posi- 
live genius along that line. This is 
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especially so if he be relieved of other 
duties and directed to specialize in 
that variety of transactions. 

It will be noted, in passing, that 
many of the definitely organized real 
estate departments in banks are headed 
by men who served their apprentice- 
ships in selling and managing buildings. 
Mr. J. A. Stenhouse, mortgage officer 
of the Bowery Savings Bank, was for 
years with the oldest real estate firm 
in New York and one of the largest. 
The chief of the real estate department 
of the Bank of America, N. A., now 
merged with the National City, is 
Mr. J. McKeon Hecker. He was 


developed in the office of a firm special- 
izing in Fifth and Park avenue prop- 
erties and was well known as a man- 
ager of groups of high class apartment 
houses and as the chairman of the 
Apartment House Committee of the 








New York Real Estate Board. Mr. 
F. C. Stuart, secretary of the Franklin 
Savings Bank of New York, came to 
the supervision of its real estate de- 
partment from the management divi- 
sion of a leading realty firm. William 
L. DeBost, head of the Union Dime 
Savings Bank, New York City, went 
to the institution from the office of a 
broker in houses and lots, and rose 
to his present position through his 
able judgments of land values. Men 
of similar training are with the real 
estate departments of the National 
City, the Corn Exchange Bank & 
Trust Company and with the Fifth 
Avenue Bank. 

Functions of real estate departments 
in such institutions as those named are 
not uniform. In two of them, the 
departments major in the construction 
and maintenance of the buildings in 
which the banks have their branch 
offices. As in some of these structures 
space is rented to other tenants, the 


Exchange, the board for quotations in the background 
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departments are kept pretty busy. It 
will be a long time probably before 
bank real estate division work is 
standardized. 

A typical department calculated 
to deal most effectively with present 
conditions would be directed by a real 
estate agent or expert. If he be 
brought from the outside, as from a 
realty firm, his assistants could be 
employees who had been with the 
bank for several years. If the head 
of the department be a banker who 
has specialized in this activity, it 
would be well for him to engage as 
helpers one or two helpers who have 
worked for a realtor. The two callings 
balance each other and each gains 
knowledge. As there is likely to be 
much traveling about the community 
necessary, young men with sturdy 
legs and boundless energy are suitable 
members of the staff. 
The department, of 
course, needs clerical 
assistants —at least a 
stenographer, and 
also an agile-witted 
file clerk, as the 
records must often 
be produced quickly 
and are likely to be- 
come numerous. 


NE of the most 

important duties 
of a bank real estate 
manager is the ap- 
praising of properties. 
Upon competent ap- 
praisal important de- 
cisions hang. He 
should have an in- 
timate knowledge of 
real estate values in 
the community — not 
merely the cut and 
dried ones of the 
assessor’s roll, but potential ones. His 
judgment is based always on the 
actual physical inspection of the 
property concerned. To his practiced 
eye, things about a building which 
would mean little or nothing to a 
layman, even if noticed, may carry 
a message more clearly than could a 
ten-page report. A spot on a ceiling, 
a trace of rust showing through the 
covering of a column, may reveal 
conditions which weigh heavily in the 
scales of his judgment. 

When the affairs of a piece of prop- 
erty in which the bank is concerned 
come to a crisis, the real estate man- 
ager, with his appraisal as a sound 
basis, gives his opinion as to what shall 
be done. In one well known bank, 
where he is a veteran from the outside 
realm of realty, he confers with his 
subordinates before the final report is 
made. He has a clean-cut proposal, 
well analyzed from every angle, which 
is submitted to the Real Estate 
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Committee. That body may consist of a 
real estate broker or so; an owner and 
operator of several important office 
buildings; a construction engineer and 
contractor, and a bank official who has 


had a varied experience in realty 
finance. Some boards also have an 
appraisal from an outside expert, 


especially when the sum of money 
involved is very large. Usually the 
appraisal of the manager is more con- 
servative than that of the independent 
expert retained. The busy men of a 
Real Estate Committee must be guided 
by the report of the manager. As they 
have confidence in his thorough knowl- 
edge of the matter in hand, they 
direct him to proceed. 


HE course to be followed when fore- 

closure looms is stressed because 
that is quite important at this stage. 
The managers are required to advise 
on new business, as well, but just now 
they are most active in deciding how 
and when to unload without loss —to 
liquidate the “unliquid”’ assets with- 
out too much evaporation. Too many 
important parcels of real estate have 
been sacrificed in a falling market. 

What to be done depends upon the 
instinctive reaction of the manager 
in many eases. A bank the other day 
was obliged to foreclose on an office 
building, and rather than lose on it, 
took it over to operate. The diagnosis 
of its expert was that there were many 
vacancies in the place, not on account 
of depression, but because of mis- 
management and carelessness in opera- 
tion. A few hundred dollars was spent 
in painting and small repairs, and 
tenants who were threatening to leave 
were glad to remain. The bank then 
advertised the building in the real 
estate section of several Sunday news- 
papers, although quite moderately, 
and filled all the available space. It 
will hold on until a more favorable 
time for selling it arrives. In any 
event it will not lose 


a cent. 
Large sums have 
been lost, however, 


by commercial banks 
because of their dis- 
inclination to take a 
little ‘“‘punishment.” 
Not long ago an in- 
stitution was offered 
$25,000 for the $30,000 
second mortgage it 
had on a building, and 
which it had scant 
chance of reeovering. 
It refused the offer 
which had been made 
by a broker who was 
trying to assemble a 
plot for a large build- 
ing. The executive 
who had the matter 
in hand, by the way, 


Two views of the new Waldorf-Astoria. 
financed for $28.100.000. Through the 
twin spires in the lower picture is seen the 
Empire State Building, with mooring 
mast tower. valued at $55.000.000 to 
$60,000,000 and largely financed by the 
New York Life Insurance Company 
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was not equipped with practical realty 
training. He insisted that not a penny 
be sacrificed. Through the fore- 
closure of the first mortgage the bank 
lost all. 

Recently through foreclosure a bank 
found itself the unwilling landlord of 
a large apartment house, and also a 
prospective loser if it threw it on the 
market. The real estate manager 
re-inspected and re-appraised the prop- 
erty, and recommended that $20,000 
be spent on improving it. To one of 
his experience, the reasons for the 
decision were so plain as to make it 
almost automatic. The plumbing of 
the place was not good enough for 
desirable tenants, and he had the 
bank order in copper and brass pipe. 
The principal alteration suggested was 
the introduction of mechanical re- 
frigeration to take the place of the out- 
moded ice boxes in the kitchens. He 
knew that apartment houses of a cer- 
tain type could not hold tenants unless 
such refrigeration were provided. He 
showed to the committee the specifica- 
tions on which building loan com- 
panies and savings banks and life 
insurance companies insist for certain 
types of apartment houses for the 
building of which they lend money. 
“No refrigeration, no cash,” is their 
slogan. Also, he quoted a survey 
made not long ago in Detroit which 
showed an abnormal number of va- 
cancies in apartment houses which had 
old type ice chests, and practically 
none in those which had the newer 
cooling devices. The decision was 
then that a larger income could be 
gained if the building were renovated, 
and that eventually it could be eased 
from the bank’s shoulders without loss. 


FOR a bank to find itself responsible 
for the fate of a fashionable hotel, 
such as the Pierre in New York City, 
by virtue of a $6,500,000 mortgage, is 
not unique these times. Several 
courses are open, but 
the best in such a case 
is to have a receiver 
appointed to carry 
on the business. In 
several such instances 
the real estate man- 
ager has had to find 
a new host to carry 
on, rather than to let 
things ride under the 
old management. 
One of the leading 
qualifications for a 
realty manager in a 
bank, is his ability 
to find the right per- 
son wilh whom to do 
business. Very often, 
in trying to unburden 
the institution from 
its real estate without 
shrinkage, he must 
(Continued on page 26) 
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© fhe Fees, Costs and Profits 


PART IIT 








has been done thus far in standard- 

izing costs of trust departments. 
This is due largely, of course, to the 
fact that trust service does not lend 
itself readily to such standardization. 
Too much of the human element is 
involved. Under a given trust there 
may be a single beneficiary, residing 
abroad perhaps, to whom quarterly 
remittances are sent. No other con- 
tact may be necessary. Under another 
trust of the same size, there may be 
three minor children for whose benefit 
the trust must be administered. This 
probably means countless conferences 
on the part of the trust officer, much 
time spent in advising with the guard- 
ians or relatives of the children, long 
trips out of town, perhaps. The one 
trust may show the bank a handsome 
profit in fees; the other may mean an 
actual loss. But thus far no system 
of charges has been found to apply 
satisfactorily to all cases. 

Since the net profits of the trust 
department depend, on the one hand, 
on an adequate fee schedule and, on 
the other hand, on controlled costs 
of operation, it is quite necessary that 
the scale of charges be sufficient to 
yield a fair gross profit. 

In states in which the fees of exec- 
utors and trustees are set by statute, 
these rates, of course, govern. Un- 
fortunately, however, they are in many 
instances grossly inadequate under 


IT is most unfortunate that so little 


cy Paul P. Pullen 


present conditions. The statutes were 
enacted, in many cases, seventy-five 
years ago, when corporate fiduciaries 
were almost unheard of and when a 
dollar a day was the standard wage. 
Thus many states still allow for exec- 
utors’ fees $1.50 a day and a com- 
mission on the amount of the personal 
estate equal to 5 per cent on the first 
thousand dollars and one per cent on 
amounts over that. Other states have 
no statutory fees except a maximum 
amount, usually 5 per cent or 6 per 
cent, and in these cases the corporate 
fiduciary associations have adopted 
their own fee schedules. A very few 
states have enacted recent statutes 
setting definite but adequate fees for 
trust service. 

In the cases of trustees and guard- 
ians, most of the statutes are either 
silent or provide for ‘‘a reasonable 
compensation.” This makes it advis- 
able for the banks and trust companies 
to agree on a suitable scale among 
themselves. 

In the larger cities, this has been 
accomplished through the medium of 
corporate fiduciary associations. In 
essentially rural states having no 
large cities, the agreement has been 
among -.members of the state bankers’ 
association. In still others, where 
trust facilities are few and widely 


scattered, the banks with trust depart- 
ments have used the schedule prepared 
and adopted by the American Bankers 
Association. A committee is now at 
work on a revision of this schedule. 

Executors’ and trustees’ fees vary 
widely, not only geographically but 
also as to the basis of determination 
of the charge. Thus, depending on 
the laws of the state in which the 
testator lived, the fee for probating a 
$10,000 estate may range from $100 
to $700; for a $50,000 estate from $350 
to $3,500; for a $100,000 estate from 
$600 to $7,000; for a $500,000 estate 
from $2,600 to $35,000; and for a mil- 
lion dollar estate from $5,100 to 
$70,000. None of these fees, of course, 
bear any relation whatever to the cost 
involved. 


AGAIN, there is a startling lack of 

uniformity in the basis of charge in 
force in different sections of the coun- 
try. Some schedules provide for an 
acceptance fee and others do not. 
Even among those having this charge 
there is a wide variation, running from 
one-fortieth of one per cent to 2% per 
cent, and some providing for payment 
of the entire amount on acceptance 
and others for one-half on acceptance 
and one-half on closing. 

Some schedules base the annual fee 
on a percentage of gross income, 
others on a fair value of the corpus, 
and still others in a combination of 
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thetwo. The scale of charge on income 
ranges from 2 per cent to 6 per cent 
and that on corpus from three-tenths 
of one per cent to three-fourths of one 
per cent. 

Some comparatively few schedules 
provide for a revocation fee, and here, 
also, there is wide variation, running 
from one-twentieth of one per cent 
to one per cent for closing during the 
lifetime of the donor and from one per 
cent to 2% per cent where final distri- 
bution involves determination of heir- 
ship and inheritance tax work. 

Only in a few instances do the 
schedules make provision for definite 
charges for special 
services, seemingly the 


charged by some companies and under- 
charged by others. While this condi- 
tion exists, it is quite natural that the 
public generally should be somewhat 
skeptical of trust fees. 

Now let us consider the negative 
side of the profit account: the costs 
involved in the operation of a trust 
department. Perhaps the largest 
single item will be that of salaries of 
officers, including only those who de- 
vote their entire time to the trust 
department. Clerical salaries come 
next. Then we have rent, solicitors’ 
salaries and traveling expenses, adver- 
tising, direct mail and booklets, legal 
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also takes care of that part of the [I on yt 


salary of the chief executive of the| 
bank which should be borne by the | 
trust department. 

Now if we have the gross earnings, | 
represented chiefly by fees collected, 
and the direct and overhead charges 
properly. allocated, we arrive at the 
net income for the department and 
are ready to figure the value of a given 
unit of trust business. 

Suppose our personal trust business 
consists largely of four divisions: exec- 
utor under will, trustee under will, 
voluntary trustee and trustee under 
life insurance proceeds. The ideal 

method, of course, 0! 





only logical basis for 
all trust charges. In 
some cases there is a 
fee of from one-half 
of one per cent to one 
per cent for the re- 
investment of princi- 
pal, one-tenth of one 
per cent. is sometimes 
charged for the ex- 
change of securities 
and one-half of one 
per cent of the gross 
income for making 
income tax returns. 
Such a variation in 
methods of charging 
fees under living trusts 
naturally causes a wide 
difference in the cost 
of trust service to the 
donor. Assuming a 
given set of condi- 
tions and applying to 
them the various 
schedules in force, it 
has been found that 
the fees for a $10,000 





partment. 


“oT he outstanding feature of such 

a wide divergence in trust fees 
1s, of course, that they have no 
scientific basis of determination or 
application—no relation at all to 
the cost of operating a trust de- 
Just why executors’ 
fees, based on a $100,000 estate, 
allowed by statute or court in 
Colorado should be $4,500 and in 
Wisconsin $950, is far from clear 
to trust men themselves, to say 
nothing of the man on the street.”’ 


arriving at a proper 
unit cost would be for 
each individual insti- 
tution to make a care- 
ful analysis of each 
piece of business 
which it had ever had 
on its books, particu- 
larly with respect to 
the fees charged, the 
length of time the 
trust remained in 
force, the ages of the 
donors, the testators 
and the beneficiaries. 
But this would involve 
a vast amount of work 
and considerable ex- 
pense. So far as | 
know, no institution 
has done this and 
made the results com- 
pletely available. 


RECENTLY, how- 

ever, one of the 
west coast trust com- 
panies did make an 
analysis of the average 








trust will range from 
$25 to $75; for a 
$50,000 trust from $112.50 to $375; 
for a $100,000 trust from $175 to 
$750; for a $1,000,000 trust from 
$1,020 to $7,500. 

The outstanding feature of such a 
wide divergence in trust fees is, of 
course, that they have no scientific 
basis of determination or application — 
no relation at all to the cost of operat- 
ing a trust department. Just why 
executors’ fees, based on a $100,000 
estate, allowed by statute or court in 
Colorado should be $4,500 and in 
Wisconsin $950, is far from clear to 
trust men themselves, to say nothing 
of the man on the street. 

As a matter of fact, it should cost 
relatively the same for a well managed 
trust company to administer a $100,000 
estate whether it be located in Denver 
or Milwaukee, Chicago or New York, 
Seattle or New Orleans. This means 
that a lot of guessing is being indulged 
in by corporate fiduciaries, with the 
result that the public is being over- 


expenses, insurance, furniture and 
equipment, stationery and _ postage, 
telephone and telegraph, miscellaneous 
and overhead. Some of these items 
will require further explanation. 

The rent should cover only the 
actual space used by the trust depart- 
ment at cost to the bank, including 
heating and lighting. If the bank 
owns its own building, the rental may 
be ascertained as a proportionate share 
of the rental value of the building. 

The Committee on Costs and 
Charges of the Trust Company Divi- 
sion of the American Bankers Associ- 
ation has placed the proper overhead 
figure at 15 per cent of the direct 
expenses chargeable to the trust de- 
partment. This includes its propor- 
tionate share of such nonproductive 
service departments of the bank as 
vault, credit department, transit de- 
partment, statistical department, aud- 
iting department, comptroller de- 
partment, mailing department. It 


duration of its trusts 
on hand in 1930 and 
the results are both interesting and 
helpful. 

The average duration of private 
trusts was eighteen years. 

The average duration of testamen- 
tary trusts was eleven years. 

The average age of testators was 
fifty-five. 

The average age of donors of lile 
insurance trusts was forty-three. 

While these averages may not ob- 
tain in all sections of the country. 
they give us a working basis, at least, 
and have the advantage of bearing out 
the estimates of other institutions. 

Let us work out first the profit on a 
unit of probate business, not involving 
a testamentary trust, amounting to 
$100,000. We will say that the testa- 
tor, age fifty-five, executes his will and 
deposits it with your trust department. 
His life expectancy, according to the 
mortality tables, is around twenty 
years. This means that while you 
have put a valuable piece of business 
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on your books, you must wait twenty 
years before you receive any revenue 
from it. 

Now assume that the fee allowed an 
executor is 3 per cent, and you have a 
revenue of $3,000 due in twenty years. 
On the basis of 5 per cent discount, 
the present value of $3,000 deferred 
twenty years is $1,140. If your trust 
department is one of the better man- 
aged institutions and shows a_ pro- 
portion of net profits to gross of 50 
per cent, the present value of the 
$100,000 executorship is $570. 

If, in addition, a trust is created 
under the will, there is an additional 
profit. If we use ten years as the 
duration of the trust and have an 
annual charge of one-half of one per 
cent of the principal, we find that the 
present value of $100,000 deferred for 
twenty years and then collected at 
the rate of $500 a year will amount 
to $1,466.80. The net profit under 
the conditions assumed above is 
$733.40. 

In like manner, we may figure the 
unit profit on life insurance trusts. 
Our figures for this class of business, 
however, show that the average age 
for donors is less than that of men who 
make wills. Therefore, the time which 
must elapse before realization of profit 
will be greater, although the duration 
of the trust should be the same. 

Assuming, then, a $100,000 life in- 
surance trust, on which the charge 
will be one-half of one per cent a year, 
deferred for twenty-five years and 
then collected at the rate of $500 a 
year for ten years, we have a present 
gross profit of $1,158.00 and a net of 
$579.00. 


T may be argued that a portion of 
the wills and life insurance trusts now 
on deposit will be revoked before they 
become effective. This is probably 
true. But to offset this we have the 
almost certain fact that the estates 
of the testators and the insurance 
trusts which have been created will be 
materially increased during the period 
of man’s greatest accumulation, so 
that at the time of his death his 
estate will be materially larger than 


INADEQUATE 
FEES 






at the present time on which our 
figures are based. 

Thanks to the Committee on Costs 
and Charges of the Trust Company 
Division of the American Bankers 
Association, we now have a yardstick 
by which to measure the relative 
operating efficiency of trust depart- 
ments through the relation of net 
profits to gross income. 

As a result of a questionnaire sent 
to all members of the Division, the 
result set out in the following table 
was obtained: 


Ratios between 


7% of banks reported..... 15% and 20% 
14% of banks reported..... 20% and 25% 
10% of banks reported.....25% and 30% 
14% of banks reported... ..30% and 35% 
10% of banks reported... ..35% and 40% 
14% of banks reported..... 40% and 45% 
10% of banks reported..... 45% and 50% 


21% of banks reported over 50% 


Here, as in the matter of fee sched- 
ules, we find a surprising lack of uni- 
formity. Banks reporting from Ohio 
showed net earnings ranging from 
under 20 per cent of the gross to over 
50 per cent of the gross. California 
banks ranged from under 25 per cent 
to over 50 per cent. In some instances 
banks reporting from the same city 
ranged from under 17 per cent to over 
60 per cent, while in other cities the 
range was negligible. 

Summarizing these figures, we find 
that the average ratio is somewhere 
between 35 per cent and 40 per cent 
and that 37% per cent may be con- 
sidered a fair mark. 

Getting down to the core of the 
matter, we must admit that in order to 
justify its existence, the trust depart- 
ment of any bank must show a reason- 
able net profit at the end of a reason- 
able period. According to the 1929 
figures of the Comptroller of the Cur- 
rency covering the gross earnings of 
the trust departments in fifty average 
national banks, we are forced to the 
conclusion that the smaller trust de- 
partments are operating at a loss and 
that the profits of the larger ones are 
only nominal. For banks with a 
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capital of from $25,000 to $50,000 the 
gross earnings of the average trust 
department were only $445. For 
banks with a capital of from $50,000 
to $100,000 they were $1,158. For 
banks with a capital of from $100,000 
to $200,000 they were $2,182. For 
banks with a capital of from $200,000 
to $500,000 they were $7,252. And 
for banks with a capital of over $500,- 
000 they were $51,339. 


"THERE is some ray of hope for the 

future, however, when these 1929 
figures are compared with those of 
1925 and the definite trend is noted. 
In the first group above, the earnings 
increased from 1925 to 1929 approxi- 
mately 211 per cent. In the second 
group the increase was 177 per cent. 
In the third group, 151 per cent. In 
the fourth, 185 per cent and in the last 
group, 269 per cent. 

Whether the reason for these com- 
paratively small earnings lies in in- 
adequate fees or in inefficient manage- 
ment, or is due to the fact that sufli- 
cient time has not as yet elapsed 
to build up a profitable volume of 
business, it is difficult to say. Per- 
haps it is due to some of each. 


The “Nominal” Damages 


[F A negligently burns B’s building, 

B may collect its value, plus the 
damages which he has actually sus- 
tained, or what the courts call “‘sub- 
stantial’ damages. On the other hand, 
if A merely walks through B’s yard he 
has committed a technical trespass, 
but B could not collect more than 
probably a few cents damages, 
or what the law calls “nominal” 
damages. 

Now, if a bank employs B to sell 
property, and then wrongfully cancels 
B’s authority, but B fails to show 
that he could have sold the property 
on the specified terms, is he entitled 
to anything more than nominal 
damages? 

The Supreme Court of Iowa ruled on 
this point and decided that nominal 
damages would be the limit. — M. L. H. 
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“Cp Jhen the Banker’Turns Mayor| 


By W. F. Kunze 
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Vice-president, Marquette National Bank; Vice-president and Trust Officer, 


neapolis in July, 1929, for a 

two-year term, I had had 
certain experience as a banker 
that contributed to my early 
feeling of being at home in the 
position. 

The chief executive of a city 
is, in a sense, a trustee of the 
interests of his community —its 
public finances, its law enforce- 
ment, its welfare activities for 
the sick, the poor, the erring 
and the jobless. What a trust 
officer does in dealing with 
property, in administering, con- 
serving and disbursing the 
estates of others, and as guardian 
of minors, the defective and 
the wayward -—that, to a com- 
parable extent, a mayor does for 
his city. With his official associ- 
ates and through the established 
agencies, he determines tax levies 
and bond issue, apportions and 
dispenses the city’s moneys, 
protects its credit and extends 
relief to the needy. 

It goes without saying that 
some prior familiarity with 
accounting practices, budgeting 
and financial statements, with 
interest, bonds and sinking funds, is 
valuable to a mayor. Work in bank 
and trust company help one to get 
adjusted to the office. My interests 
in the bank had included oversight 
of purchasing, advertising and new 
business getting, activities by no means 
foreign to the administration of a city. 

In a belief that it is the duty of a 
citizen to devote some energy to public 
office, I had served a term in the lower 
house of the State Legislature and had 
been for six years a member, by ap- 
pointment, of the Minneapolis board 
of public welfare. That board has 
charge of health, public relief and cor- 
rectional work—the health depart- 
ment, the poor department, the city 
hospitals, the workhouse. I had only 
one ambition in standing for the 
mayoralty —to give my city a busi- 
ness administration, without spread- 


ie becoming mayor of Min- 


Marquette Trust Company, Minneapolis 


As told to THOMAS J. MALONE 





MR. KUNZE 
eagleism, personal promotion or politi- 
cal bickering. 

Minneapolis is governed by a mayor- 
and-council system in which the council 
exercises not only legislative but also 
very considerable administrative 
powers. While the mayor has a veto 
on many of its acts, a veto is effective 
only when a two-thirds vote is not ob- 
tainable in the council of twenty-six 
members, two from each ward, to 
override it. In one department only 
is the mayor theoretically supreme, the 
police department, though the council 
qualifies that supremacy by controlling 
its finances and the civil service com- 
mission still further limits the power 
of the mayor by determining the quali- 
fications of those who may be eligible 
for appointment or promotion on the 
police force, as well as the sufficiency of 
cause for removal. The mayor appoints 


the chief of police—called 
“‘superintendent” in our city — 
and through him directs the 
force. Apart from that out- 
standing function of police direc- 
tion, the role of the mayor next 
in importance in solo perform- 
ance is that of official greeter 
and glad-hander before conven- 
tions, luncheon clubs, improve- 
ment bodies, parent-teacher 
associations, what not. He ex- 
tends the keys of the city. If 
he needs practice in_ public 
speaking, he gets it. 

Realizing how earnestly a bank 
or other business seeks to draw 
new customers, I tried to use 
the mayor’s office as a means 
of winning good will in our trade 
territory outside the city and 
of attracting new customers. 
In furthering that policy, I gave 
between sixty and seventy ad- 
dresses in towns in Minnesota, 
South Dakota and Iowa. 


ONE of the definite accom- 
plishments of my term was 
the modernization of the police 
department and the introduc- 
tion of protective devices some 
of which apply particularly to banks. 
Radio communication for the trans- 
mission of orders was installed, so that 
in any part of the city police cars 
equipped with receiving sets are in con- 
stant contact with headquarters. A 
teletype system, similar to that com- 
mon in banks, connects the district 
stations with the central office. 

A daylight-robbery alarm system 
was devised and put in whereby prac- 
tically every bank in the city is directly 
connected by private wire with police 
headquarters. Buttons are liberally 
placed throughout each bank. Touch- 
ing any button flashes a light on a 
board next the radio operator at head- 
quarters, who immediately broadcasts 
the fact with the name and location of 
the bank. In tests of the system, 


police have appeared in a downtown 
bank within thirty seconds of the flash 
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—the broadcast having caught their 
car almost in passing the bank. The 
system has led to the capture of one 
criminal, a forger. He was held ata 
teller’s window until police entered the 
bank in response to the signal. So far 
as I know, this alarm system is not 
found in any other city. It was 
worked out here and is unique to 
Minneapolis. 

I took office with a conviction that 
all the people wanted in city govern- 
ment was that the city’s business be 
conducted in the interests of all the 
people. I felt that the time had come 
when a complete and comprehensive 
study might well be made of our entire 
municipal business procedure, with a 
view to finding out where it might be 
improved and simplified so that public 
business might be expedited and 
handled most economically. Also, I 
was convinced that if the mayor was 
to succeed in his job, he should ask of 
and extend to the city council good 
will and co-operation. About the only 
result of bellicose relations between 
executive and the law-making body, I 
had observed, was publicity; and pub- 
licity alone will not run a city. 

The banker complex, if there be such 
a thing, may have influenced me some- 
what in these tenets. Our city govern- 
mental system, though it has many 
good points, is a clumsy affair, in- 
volved, round-about, lacking in articu- 
lation, expensive. At the outset of my 
term, I appointed a commission of rep- 
resentative citizens from business and 
the professions to examine the business 
practices of the city. They took their 
appointments seriously, spent nearly 
two years in making their survey and 
returned a report so clear, so wise, so 
appealing and so well received by the 
public, that it seems likely that much, 
if not all, of its major recommendations 
will eventually be adopted. The com- 
mission directed attention to the main 
weakness of our municipal system, the 
want of centralized financial control. 
It recommended setting up machinery, 
or rather utilizing an agency we al- 
ready have, to preside over all phases 
of tax and bond revenues, their raising, 
overseeing and disbursing. 


"THERE are certain respects in which 

the mayor’s daily routine resembles a 
bank man’s. Customers may or may 
not comply with the invitation to 
“Consult your banker,” but nearly 
everybody consults the mayor. He is 
the people’s friend. His community 
persists in regarding him as all power- 
ful, as a city czar, however much his 
powers may be limited by charter, and 
citizens of various walks in life go to 
him for direct aid or favor, advice, 
comfort, or merely an audience. 

Car drivers who have been tagged 
come to him to get “let off.” Didn’t 
they vote for him? Aspirants for the 


police force, candidates for employ- 
ment by any of the many boards of 
which, in Minneapolis, the mayor is 
ex-officio member—park, public wel- 
fare, library, planning, municipal build- 
ing, armory —wait upon him with con- 
fidence that he will “fix” it. Or that 
he can if he wants to. Telephone calls 
assail him at his home at all hours of 
night. I have been waked at two in 
the morning by a thick voice which 
asked me to decide a bet. 

Many of the callers desire nothing 





His hobby is picnicking in all weathers. 
*““Kunze Entertains Guests With Picnic 
in Snow 
this picture in the Minneapolis Journal 


nk,’’ says the headline over 


more than to voice grievances. I re- 
call a woman who came with a com- 
plaint about treatment received from 
her landlady. Her story was that the 
landlady had accused her of having 
emptied grease into the sink despite 
prior admonitions, alleged, from the 
landlady, all of which had been un- 
called for because the tenant had never 
emptied grease into the sink; that in 
the altercation the landlady had lost 
her temper and attacked the tenant, 
inflicting upon her sundry bruises; that 
she, the tenant, meant to have the 
landlady arrested. 

She had gone first to the police de- 
partment and there had been directed 
to the city attorney’s office for a war- 
rant. By mistake, she went to the 
county attorney’s office, which passed 
her on to the city attorney’s. But there 
she was advised to go to the criminal- 
actions branch, a separate office. At 
that office she was refused a warrant. 

By that time, having been shunted 
about from floor to floor, she had de- 
cided to forget it all and go home. On 
arriving at her apartment, she was 
served with an eviction writ for failure 
to pay rent. It was then that she set 
out to see the mayor. 

After listening to her narration, I 
suggested that she was not the kind of 
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person who would care to stay where 
she wasn’t wanted, that it seemed to 
me it would be treating that landlady 
as she deserved if one just paid her in 
full and moved out —quit her cold, as 
the saying is. My caller thought that 
pretty good advice; that was exactly 
what she would do. She’d show her! 
Thanking me warmly, she left to act, 
presumably, on the new resolution. 


HEN there was the man who com- 

plained of his treatment by the poor- 
relief department. It had given him a 
ticket good for one night’s lodging and 
two meals, and he thought that was 
niggardly; he should have had another 
meal. I suggested that perhaps the 
idea was that the two meals might 
serve until he found work, but he 
couldn’t see it. When through with his 
story, he surprised me by grasping my 
hand, wringing it vigorously and as- 
suring me of his great appreciation of 
my courtesy. He had merely wanted a 
sympathetic hearer. 

The mayor is popularly supposed to 
have a power that enables him to place 
an applicant in any desired city job re- 
gardless of civil service rules, of the 
number of other applicants, of the 
matter of fitness and of whether a 
vacancy exists. To one occupying the 
mayor’s chair, a job as elevator oper- 
ator in the city hall appears to be one 
of the choicest plums in the gift of the 
city. The applicant’s friends petition 
in his behalf. Perhaps an alderman 
calls with the applicant and presents 
him to the mayor, with fulsome recom- 
mendation. It may happen, too, that 
that same alderman tells the mayor 
afterward that the man’s record is none 
too good but that he, the alderman, 
just had to speak for him “because of 
the situation in the ward.”’ The alder- 
man makes a good fellow of himself; 
the mayor bears the onus of decision. 
Being buffer and goat is part of the 
mayor’s life. 

In making decisions, a mayor with 
business rather than political training 
may have to learn to curb a tendency 
to cut through red tape, exclude the 
extraneous and rule directly on the 
issue. He must listen and weigh. In- 
terested groups, “organized minor- 
ities,” press on him from all sides. He 
needs council support for his measures. 
To get the larger things done, he may 
have to yield in minor ones. He will 
have to know how to compromise in 
unessentials. 

Though city-manager and commis- 
sion forms of municipal government 
have much in their favor, I think a 
modernized mayor-and-council form 
the best. I suspect that no little of the 
din acclaiming the city-manager ad- 
ministration has been self-generated. 
In Minneapolis, we should have an ex- 
cellent system if the council were re- 
duced in size—not more than one 


(Continued on page 40) 
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ow Stands Branch Banking? 


By Gaines T. Cartinhour 


Assistant Professor of Banking and Finance, New York University and author of 


HILE other developments in 

the field of banking have served 

temporarily to obscure the 
problem of branch banking versus 
unit banking, there is accumulating 
evidence that the question concerning 
the desirability of extending branch 
banking privileges has actually been 
receiving more attention than has been 
generally realized. The Comptroller 
of the Currency, Mr. John W. Pole, 
in the legislative recommendations 
which he made to Congress in both 
1929 and 1930, placed first an amend- 
ment to the National Bank Act which 
he believes will provide a_ practical 
and effective alternative to the unit 
system of country bank operation. 
This alternative, now usually referred 
to as trade-area branch banking, would 
permit banks, whether at present 
operating under state or national 
charters, to become branches of na- 
tional banks in their nearest trade 
centers. The Comptroller has also 
very recently indicated that he will 
renew his recommendations to Con- 
gress for amendment of the branch 
banking laws. He is said to be more 
than ever convinced that events have 
shown the need of such legislation, 
and that it is significant that the banks 
of Canada and England have survived, 


“Branch, Group and Chain Banking” 


primarily on account of the existence 
of the extensive branch banking per- 
mitted. 

The American Bankers Association, 
on the other hand, has announced that 
it is most emphatically opposed to the 
ideas of the Comptroller of the Cur- 
rency, insofar as the question of branch 
banking is concerned. As is well 
known, the association is divided into 
a number of “Commissions” and it 
is the Economic Policy Commission 
which has devoted particular attention 
to the branch banking problem. It 
will be remembered that the association 
conceded a point to the branch banking 
proponents at its 1930 convention at 
Cleveland when it stated its belief 
in “the economic desirability of com- 
munity-wide branch banking in 
metropolitan areas and county-wide 
branch banking in rural districts 
where economically justified.” Also 
the belief was expressed that the 
extension of branch banking territory 
should originate as an expression of 
local sentiment to meet local condi- 
tions, when the resolutions added the 
clauses which say: ‘““The association 
supports in every respect the autonomy 
of the laws of the separate states in 
respect to banking. No class of banks 
in the several states should enjoy 


greater rights in respect to the estab- 
lishment of branches than banks 
chartered under the state laws.” 

The Economic Policy Commission 
has also come out with a further dec- 
laration of certain principles and con- 
clusions in regard to branch banking 
extension. Their report states: ‘‘We 
believe that if the choice between the 
two courses of extending branch bank- 
ing were put up to the bankers, they 
would be generally opposed to any 
forcible imposition of branch banking 
on the states through the medium of 
the national bank system. . We 
believe that the Cleveland branch 
bank resolution of the association was 
a step in the right direction, but that 
it is not yet adequate to actual condi- 
tions. As a matter of fairness to na- 
tional banks, they should by all means 
be granted branch bank powers equiva- 
lent to those enjoyed by state banks 
in the respective states in which they 
operate. As to state laws, we 
feel that broadenings of state branch 
bank powers within the states, as 
conditions there do or shall warrant, 
are desirable, perhaps even to the 
extent of state-wide branch banking” 
(italics by the writer). 

A development which has very cor- 
rectly served to emphasize the branch 
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York, October 17. 





The board of directors of the National Credit Corporation as 
they met for the first time in the Federal Reserve Bank in New 

Left to right, sitting: Daniel G. wane, 
George M. Reynolds, Chicago; Mortimer N. Buckner, New York 
City and president of the corporation; and Walter W. Smith, of St. Louis 


Boston; 
Richmond; 


Left to right, standing: Alfred E. Mudge and Alfred A. Cook, attorneys 
for the Corporation; Arthur E. Braun, Pittsburgh; Edward W. Decker, 
Minneapolis; Livingston E. Jones, Philadelphia; John M. Miller, Jr., 
W. S. McLucas, i 

San Francisco; John K. Ottley, Atlanta; and Nathan Adams, Dallas 


msas City; Fra B. Anderson, 
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That’s what your directors ask for, when they expect one man, 
single-handed, to manage their bond account. Yet many banks 
expect an officer to shoulder this burden in addition to his regular 
duties of bank management. 


Years ago, Moody’s recognized the physical impossibility of one 
man’s mastering the whole investment situation. Years ago, 
Moody’s exploded the myth of the “investment expert’. The only 


A road to capable investment management is through the cumulative 
a \ knowledge of many men—each a specialist in his own field. Moody’s 
ae \ has assembled such a staff. It runs into the hundreds. Its services 

pe ies \ are guiding hundreds of banks safely through this present period 

a \ of stress. 

\ Our booklet, “Management of the Bank’s Bond Account”, discusses 
\ completely the principles, objectives, and policies followed by 
cant Moody’s Supervisory Service—the principles, objectives, and poli- 


cies that every bank must follow to keep its bond account safe, 
liquid, profitable. Copies will be sent on request to officers charged 
« b 39 
Bank’s Bond Account with the management of the bond account. Additional copies will 
Here is a complete discussion of the 


euuieements and ebiectives of 6 be reserved for your directors, if you so desire. 
good secondary reserve, and how to 
achieve these ends. It covers: 


Bank Investment Objectives, y 
Liquidity, varying needs for, 

Quality of holdings, 

Marketability and Price Stability, 

Sensible Diversification, 

Should banks buy Yields? 

Bank profit-ratios vs bond yields, C 
The Liquidity Factor, | N V E 4 T @) R S S E RVI F 
Unit of Investment, 


Reserves for Depreciation JOHN MOODY, President 
The result is an outline of the prin- ‘ 


ciples governing the ideal bank 65 BROADWAY NEW YORK CITY 
Investment plan. 


‘Management of the 
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banking question has been the tremen-__ of supervision and examination. How- American Bankers Association opposes ae 
dous number of bank failures expe- ever, if the Comptroller of the Cur- the idea vigorously. ) among 
rienced in the United States during rency could be given visitorial powers At the recent convention of the | anda! 
the past decade, and particularly over group systems, the federal govern- association in Atlantic City the subject |) financi 
during 1930 and 1931 to date. In the ment would be in a position to super- of branch banking, around which [| of the 
past ten years there have been over vise their operations. Since one state controversy has raged at previous [| this po 
7,500 failures, of which the great cannot supervise banks in another conventions, was not reopened and no } matter 
majority have been in state banks. state, the power to conduct such _ discussion was provoked in the course | bank { 
Over $2,900,000,000 in deposits has examinations must be brought under’ of action on other incidental issues, | which 
been involved. During the year 1930, the jurdisdiction of the federal govern- No issues were before the convention as pre’ 
there were 1,326 banks which failed, ment. The question of constitutional- that precipitated heated discussion. | depres 
causing the tying up of about $900,- ity of federal jurisdiction for super- The branch banking question was | them. 
000,000 of deposits. This was numeri- visory purposes of group systems is, disposed of in Cleveland last year, as | hundré 
cally the heaviest year of banking legally, one of the most difficult and has been said, when the association of the 
mortality in the country. voted to endorse limited | sometl 
Furthermore, during 1931 (up branch banking. or unf 
to the time of writing, Novem- 2 a As is well known, branch identic 
ber 7) a total of 1,753 banks, 2 for Optimism! banking has made consider- | time ¢ 
with deposit liabilities of a. an oe able progress in the United [ years 
$1,514,000,000 have closed . @_ satan tip neo gine eneainc epi eod cates States during the past decade. | in greé 
their doors. These figures are tae i = qictuuhmae of dees ate eaten There has been an increase states. 
sufficient to indicate that the Sane were = of 2,336 branches during the [| is that 
bank-mortality rate shows no Sr aerinGyih the Keyote. Long “Faces are merely MAKING the bes period. The 822 branch bank Jf erly b 
signs of abatement and is far mie aon and ce py te organizations operating the [| been | 
above figures which can be tives other fellow wel ae a “Nine” done some hes? | 3,547 branches have about [| banks 
viewed with complacency. eter cies fT " *“we-cant be del 13 per cent of the nation’s [| is fou 
For several decades the factor all he bright us just now tha total banking offices and over | chang 
of more scientific bank man- ta oh on Fg ed oy AO per cent of the total loans chang 
agement has been stressed. Sith cuneles ee 222, be hones and investments of all banks found 
Hundreds of speeches and po ta A ; ) ~ Jiemeee in the country. The branch | The 
millions of words have been Mma ta retag-Tagongwoa cyte cede amuainhe banking areas include most of which 
written on this subject but ‘om the face, of vou ere wi the eastern states but very tempc 
still bank failures continue. | , ‘sce satu sta mda” | few of the southern, middie | princi 

The State Banking Divi- sive oer ferice all about you If your pal is in trouble and p= western and western states. | comm 
sion of the American Bankers cboard for the pg nee, Wee Seo qeed igi tena tet The growth of the movement | ing, tl 
Association recommended to icine entell cade the vary bet we has been retarded by business | The | 
the national bankers at the conditions and restrictive local | 
recent Atlantic City conven- legislation and the area in sible | 
tion that, in effect, the hatchet which it is practiced has not comm 
be buried during these times changed materially in recent abolis 
of depression. They passed a years. State-wide branch banks 
resolution as follows: ‘“‘As a banking has, of course, had with 
public benefit and in the its greatest development in | Most 
interest of banking as a whole, California, but has also de- small 
we believe it desirable at this veloped to a considerable ex- | ‘iffict 
time that controversies be- tent in Maryland, North Fr m 
tween banking groups be “OQ” still stands for optimism in Australia—and a clever typographical Carolina, Rhode Island, South fahe, 
eliminated. We believe there achievement in Bank Notes, staff magazine of the Commonwealth Carolina and Virginia. wees 
should be a suspension of all ee Sere: Ser epee The McFadden Act will | *tat 
endeavors to produce by means of technical to be found today in the not be the last word in this matter place 
legislation competitive advantages for realm of public jurisprudence. The in view of the fact that legislation must | suffic: 
either state or national banks.” While writer is of the opinion that such a _beenacted to handleproblems presented ' busin 
this recommendation was being made, law would be constitutional. A num- by banking concentration. In all | able | 
the president of the State Banking Divi- ber of states have enacted legislation probability we will face a genuine de- | cultu 
sion stated in an address that con- pertaining to bank holding corpora- velopment in concentration of banking | C™ 
tinuation of the present dual banking tions but space forbids a discussion resources as soon as the vicissitudes know 
system was necessary, and insisted of this aspect of the problem. of the business depression are a thing | = 
that there was a definite place for both of the past. we 
types of banking. REFERENCE has been made to the The impressive and inescapable fact, > gee 

While the business depression has Comptroller of the Currency’s posi-_ in connection with failures during 1930 ot c! 
very definitely retarded the develop- tion on “trade area branch banking.” and 1931 to date, is that the heaviest mou 
ment of group banking during the The writer has some very definite toll has been taken in states that try | 
past eighteen months, bank holding ideas on the relative desirability of have the largest agricultural popula- the | 
corporations have not been entirely various types of branch banking, but tions and the largest number of small Tesul 
inactive. As a matter of fact it would will not make any statements on the unit banks dependent upon agricul- Is on 
appear that, if the financial condition matter in this article except to say tural communities. The writer is ness 
of the organization permits, the present that he does not believe the “trade of the opinion that no considerable the c 
time offers an unusual opportunity area’ system of branches will ever be proportion of these failures could have of c 
to acquire additional banks on a very enacted into law, primarily because been avoided under the unit banking this ; 
reasonable basis. of the practical difficulties of deter- system and the economic conditions Ar 

It is well known that group organi- mining and laying out the areas of that have fundamentally altered the been 
zations embody a very undesirable economic influence. Such areas would business and social habits of rural farm 
characteristic from the point of view inevitably overlap. Furthermore, the populations. It has been commonly offici 
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} supposed that the excessive mortality 


among banks during the past year 


and a half has been due to the general 
) financial depression. The Comptroller 


"of the Currency does not agree with 


‘this point of view and states that, as a 
matter of fact, 95 per cent of these 
bank failures were due to conditions 
which prevailed, and were recognized 
as prevailing, long before the business 
depression came along to aggravate 
them. He says: “What occurred to 
hundreds of small unit banks in some 
of the grain and cotton states was not 
something new, or even unexpected 
or unforeseen, but the culmination of 
identical circumstances which at one 
time or another during the past ten 
years have caused such banks to fail 
in great numbers in all our agricultural 
states. My conclusion and contention 
is that the condition which may prop- 
erly be termed epidemic has all along 
been prevalent only among small unit 
banks in rural districts. Wherever it 





is found, exactly the same set of 


| changed economic factors and un- 


changed banking practices will be 


— 


; found also.” 
The changed economic factors, 


which the writer usually terms “‘con- 
temporary economic forces,” are due 
principally to the development of 
communication, through road build- 
ing, the automobile and other facilities. 
The unit bank, like other types of 
local enterprises, has been made pos- 
sible because of the distance between 
communities. Distance has now been 
abolished, and as a consequence unit 
banks find themselves face to face 
with a difficulty that seems to be al- 
most insuperable. The position of the 
small bank is also being made more 





) difficult because of centralizing forces 


in industry and the consequent rapid 
disappearance of small business estab- 
lishments. It is left largely with real 
estate and small local loans, and is 
placed in the position of securing 
sufficient income from remaining small 
business establishments, still financially 
able to struggle along, and from agri- 
culturists satisfied with present ac- 
commodation. However, it is well 
known that agriculture is in a depressed 
State and in many sections of the 
United States is in a semi-bankrupt 
State. In addition, the development 
of chain stores has diminished the 
amount of business available to coun- 
try banks through the inroads upon 
the trade of local merchants. As a 
result of industrial concentration, it 
ls only logical that the banking busi- 
hess would be done in the cities, with 
the consequent effect that the business 
of country banks has decreased for 
this additional reason. 

An additional important factor has 
been the drift of population from the 
farms to the cities. It is reported 
Officially that some 2,500 postoffices 
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IN NEW YORK CITY the 15 largest banks 
are the dominant factors with aggregate de- 


posits of $09,111,000,000 out of a total of 





LN MAW YORK ShPY 


$10,056,000,000 in all the commercial banks. 
11 of these 15 leaders supply their customers with 
checks made on la Monte Safety Paper, the 
original satety paper for checks, readily iden- 
tified and widely accepted as the standard 


everywhere. George La Monte & Son, 61 Broad- 


way, New York City. 


LA MONTE NATIONAL SAFETY PAPER FOR CHECKS 


Identified by its wavy lines 
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have been abandoned in recent years 
because communities have so far 
shrunken as no longer to warrant 
their maintenance. It is inevitable, 
of course, that banks based on the 
former economic activities of such 
communities should die with them. 


N the face of these conditions it 
seems logical that some form of branch 
banking should be adopted which will 
bring certain facilities of metropolitan 
institutions to small cities and towns, 
particularly in rural communities 
where agricultural activities predomi- 
nate. Mr. Pole’s suggestion, if adopted, 
would give national banks _privi- 
leges which would place them at a 
great advantage over state banks. 
His solution to this problem consists 
in the suggestion that if the state 
banks do not like it, they may convert 
to national banks. As would be 
expected, this position has been de- 
nounced as not only advocating branch 
banking, but actually favoring an 
anti-state banking policy and threaten- 
ing the very existence of the state 
banks. The Economic Policy Com- 
mission, speaking for the American 
Bankers Association, has taken a 
more pronounced stand on the subject 
of state bank rights than was expressed 
at the 1930 Cleveland convention. 
The Commission stresses the point 
that state bank privileges should 
measure any extension under the na- 
tional banking system. It says: “If 
substantial changes are to be brought 
about in branch banking, rather 


Lessons in the Frozen Realty 


deal with brokers and agents. If he 
have a wide knowledge of the who’s 
who in the field, he can conduct 
negotiations on a better basis than 
can one with less wide acquaintance. 

In these days when banks provide 
so much service of all sorts, their 
clients often ask for advice about real 
property investments. Too often such 
counsel has been given rather by a 
ready rule of thumb than from an 
intimate knowledge. A woman went 
a year or so ago to a bank vice- 
president to ask his opinion of her 
taking a first mortgage on a certain 
property. He strongly advised her 
not to do so. So she reported his 
counsel to the real estate agent, an 
old family friend, who at her earnest 
request had found for her what he 
considered a fine opportunity. 

““As far as I am concerned” com- 
mented the agent, “‘you can go back, 
if you wish, and tell that banker he 
doesn’t know what he is _ talking 
about.” This he followed up with 
divers details. 


should they originate within’ the 
states than from Washington on 
interstate lines. We stand 


firm on the principle that no grant of 
branch powers to national banks 
should cross state lines, or exceed the 
privileges that state legislatures could 
and would grant to state banks. 

It would be preferable for any change 
to come through the more gradual and 
more democratic method of the states 
granting their banks branch banking 
powers, state by state, where, if and 
as local conditions and _ sentiment 
might become ready for the change . . 
National banks should be granted 
branch bank powers equivalent to 
those enjoyed by state banks in the 
respective states in which they 
operate.”” The Commission also takes 
issue with proposals to do away with 
state banking in the commercial field, 
evidently referring to Mr. Owen D. 
Young’s proposal before the Senate 
Committee on Banking and Currency. 

While the outstanding problem be- 
fore Congress, from this point of view, 
is the extent to which branch banking 
powers, if any, should be permitted to 
national banks, it is likewise con- 
cerned with group banking, with a 
view to determining what federal 
enactments, if any, should be adopted 
with reference to this instrument of 
concentration. 

Hearings on branch, group and 
chain banking, which were conducted 
by the House of Representatives 
Committee on Banking and Currency 
in the second session of Congress, are 


(Continued from page 16) 


With a feminine zest for doing the 
unexpected, the woman delivered the 
broker’s opinion. 


S a matter of fact, the executive 
at the bank was in error. He had 
based his offhand judgment on a per- 
centage of the valuation as assessed 
for taxation, and an unusually low 
figure, and had ignored an appraisal 
on which two experts had agreed. He 
had never seen the property and was 
not even familar with the locality. 
However, he went into the matter 
thoroughly, advised the woman to 
take the mortgage and also called up 
the broker and made an explanation. 
Such an incident would not have 
occurred, very probably, had the bank 
had a real estate department or had 
been better prepared to go into valu- 
ations. In giving opinions, especially 
on the worth of ground and buildings, 
one has to bear in mind that one may 
not be the only mentor consulted. 
Many believe, as does Mr. Stevens, 
that it is only too obviously true that 
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completed and will not continue in the!” 


third session. A similar investigation, 
however, is being made by a sub. 


committee of the Senate Banking and} expert 


Currency Committee, under the chair.” 


manship of Senator Carter Glass. 
which also includes the operations oj 
the Federal Reserve System, and 
banking and credit conditions gep. 
erally. 
next session of Congress. 

It is probable that when Congres; 
acts in the matter two years or more 
hence, it will adopt legislation far 
more radical than would have bee 
thought possible two or three year 
ago. The two Congressional investiga. 
tions will probably form important 
parts of the foundation for coming 
legislation. 


[NX spite of the development 0! 
branch banking, the opposition of the 
unit bankers to the whole idea of 
branch banking has been sharpened. 
Since the unit bankers in the country 
far exceed the branch bankers, from 
a numerical point of view, their wishes 
receive considerable attention and, 
carry much weight where any group 
expression of banking opinion is called 
for. It has been said that the unit 
bankers in the American Bankers} 
Association are already regretting the | 
concessions which have been made to 
branch banking. It is obvious that 
they are determined to put up a vig- 
orous fight against any and all forms o/ 
banking concentration which threaten 
their existence as independents. 





the banking system has been carrying 
far too large a proportion of the burden 
of the real estate financing of the 
country. There are other important 
agencies for extending the long term 
capital credits which realty promotion 
requires, such as are the insurance 
companies, and building and _ loan 
associations. Moreover there are the 
companies which specialize in advanc- 
ing money for the construction 0 
revenue-producing buildings out 0 
funds they gather by selling their 
securities and participating certificates 
to the public. The sale of such shares 
has become such a business that the 
New York Real Estate Board has an 
exchange for dealing in them in open 
market. Its quotations are also useful 
to bankers. 

It is not the purpose here to discuss 
the extent to which commercial banks 
should go in the financing of real 
estate. Very often that is a_ local 
matter and comes from the desire t0 
help the community and to create 
employment. The bank, howeveél, 
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i may neglect those essential precau- 
' tions which those other agencies take. 


The reliable ones have not only realty 
experts to advise their executives, but 
also their own architects and construc- 
tion engineers to scrutinize the plans 
of proposed structures. The concerns 
which make good their boast that 
investors never lost a dollar through 
them, do not lend for building unless 
the owner agrees to follow their 
specifications to the letter. They 
dictate the kind of materials, even 
insisting on certain makes of appli- 
ances being used. They employ as 
architects and engineers and statisti- 
cians men who are really experts in 
the new science of architectural eco- 
nomics. No money is given unless they 
are convinced that every square foot of 
rentable space is being obtained. They 
demand that the manager or operator 
of a hotel or apartment house or office 
skyscraper be experienced and com- 
petent and often chosen far in advance 
of the construction. 

While the director of a bank real 
estate department could hardly go 
quite so far as this, he should have 
the same general outlook and be as 
much of a building economist. Success- 
ful transactions in real estate come 
from sound technical training and 
experience. 


Who Bears the Loss ? 


[i is elementary law that if a holder 

of a note leaves it with a bank for 
collection, the bank becomes the agent 
of the holder for that purpose, a rule 
which has been approved by the 
Alabama, Illinois, Iowa, Kentucky, 
Michigan, Minnesota, Nebraska, New 
Jersey, New York, Pennsylvania and 
Tennessee courts. 

Suppose, however, that A makes a 
note in favor of B, B leaves the note 
with a bank for collection, A pays in 
the money, the bank applies it to the 
note—and fails before the money is 
remitted to B. 

Who bears the loss? 

This point arose in a Connecticut 
case reported in 12 Conn. 303, where 
the court decided that the holder must 
bear the loss, and there are Massa- 
chusetts and Kansas decisions to the 
same effect. 

All this is plain enough, but in a 
Michigan case, both the note and the 
money were handed to the bank by the 
holder and maker respectively, before 
the note matured, and the bank 
failed before it applied the money to 
the note. 

Who was the loser? 

The Michigan Supreme Court de- 
cided this question in a case reported 
in 31 Mich. 230, and decided that the 
maker was bound to pay the note 
again. —M. L. H. 
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A NEW SYSTEM FOR 


LOAN ASSOCIATIONS 





Forms and Equipment 
by WILSON-JONES 


This plan is only one among hundreds of in- 
stances where the Wilson-Jones representative 
and the Burroughs organizations have collabo- 
rated to the advantage of the customer. 


This system which helps the user to reduce 
wasted effort and get better results from his 
accounting machines has several distinctive 
features which may be applied to similar in- 
stallations. A complete set of the forms will 
be sent on request. 


Regardless of the style of containers, forms, or 
auxiliary equipment that may be required in 
an installation, Wilson-Jones can supply it. A 
department that is familiar with present day 
problems and practices is ready to assist you 


with helpful ideas and suggestions without 
obligation. ; 


WiILson-JONES COMPANY 


NEW YORK 
CHICAGO 


KANSAS CITY 


3300 Franklin Blvd. 
Chicago 


Please send me a complete set of the loan forms shown 
above—no obligation of course. 
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THE BURROUGHS 


(Yanadian Notes and Comment 


WO events marking a forward 

step in Canadian banking and 

giving substantial evidence of 
faith in the future of the country, took 
place recently at widely separated 
points in the Dominion. At Ottawa Sir 
Charles Gordon, president of the Bank 
of Montreal, laid the cornerstone of the 
new Ottawa main office of the bank 
which it is estimated will cost in the 
neighborhood of $800,000. Some in- 
teresting landmarks in the history of 
the Bank of Montreal in Ottawa were 
touched on by Jackson Dodds, joint 
general manager, who pointed out 
that in 1840 when the bank first 
opened at Ottawa, the capital city of 
the Dominion was just a lively lumber 
camp known as “Bytown.” Another 
sign of progress was the formal opening 
of the handsome new addition to the 
Bank of Nova Scotia main Winnipeg 
branch. F. W. Ross, western super- 
visor, and F. L. Graham, Winnipeg 
manager, welcomed clients and friends 
to the new office which was recently 
completed at a cost of approximately 
$600,000. 

* * * 

An elderly lady client presented a 
sterling check at a Canadian branch 
and, after receiving Canadian currency, 
requested a remittance on a New York 
correspondent. A similar transaction 
was repeated by the customer the 
following day and, noticing the sharp 
changes in the rates, she asked for an 
explanation. The foreign exchange 
man, who had just finished a con- 
ference with a client who wanted to 
know “the name of the man who set 
the exchange rate,” did not feel equal 
to the task for the moment so he 
pressed the junior into service. This 
youth clarified the matter for the old 
lady as follows: 

“You see the pound is higher today 
but it is really lower because the Cana- 
dian dollar is higher. Yesterday the 
pound was lower but it was higher be- 
cause the Canadian dollar was lower 
than the pound was lower.” 

* + * 

The discovery of a money bank 
stamped “No. 130, Eastern Town- 
ships’ Bank Main St. Winnipeg” on a 
burglar suspect at Winnipeg, not only 
recalls the history of a Canadian in- 
stitution long since passed out of 
existence but may also explain the 
probable fate of the fairly large pro- 
portion of savings banks not turned 
in by customers. Managers of savings 
departments are often puzzled by the 
total disappearance of banks issued to 
clients for thrift purposes. The Winni- 


By G. A. G. 


peg incident, however, would indicate 
that if the matter were sifted, it would 
be found that a considerable number 
of these banks are lost or stolen while 
doing the duty they were intended for, 
rather than through indifference by 
clients. Savings department officials 
are often surprised when banks issued 
some five or ten years previously, 
suddenly turn up at the tellers’ wicket 
and revive long dormant accounts. 
Some of the banks have found it profit- 
able to send out follow-ups to holders 
of money banks from time to time. 
It is most difficult to estimate the life 
of these savings banks. ‘No. 130” is 
an old timer and has apparently been 
in service for over nineteen years, as 
the Eastern Townships’ Bank was 
absorbed by the Canadian Bank of 
Commerce in 1912. 
* x x 

Patient in sanatorium to newcomer: 
““What are you in for, Gold Cure?” 

Newcomer: “No. Gold Standard. 
I was manager of the Foreign Ex- 
change Department.” 

First Patient: “Shake. I was man- 
ager of the Foreign Bond Department.” 
* * * 

Mention of the old Eastern Town- 
ships’ Bank brings back an incident 
in its early career which is probably 
unique in the annals of banking. “It 
was probably the only bank on record 
which had the misfortune to lose practi- 
cally its entire deposits by reason of 
a hole in an employee’s pocket.” It is 
now difficult for Canadians who are 
familiar with their large banks and 
branch systems to visualize the period 
in which the entire deposits of a bank 
were carried around in the employees’ 
pockets in the ordinary course of busi- 
ness, but such was the case seventy- 
two years ago. It is related that in 
1859 six months after the Eastern 
Townships’ Bank had commenced 
business at Sherbrooke, Quebec, the 
bank showed deposits of $4,424.80. 
This was considered quite a promising 
start but the directors received a bomb- 
shell when shortly afterwards one of 
their employees dropped $4,000 out of 
his pocket while journeying to an 
agency at Stanstead. The directors, 
who were contemplating a loss which 
would have equalled their total de- 
posits, recovered their equilibrium 
when the money was found and re- 
turned to them. It is stated, however, 
that they made the cashier pay the 
reward of $300 offered for the return of 
the money as a compensation for their 
anxiety. This, however, was merely 
a passing occurrence as the bank forged 


ahead from the start and at the time 

of amalgamation with the Canadian 

Bank of Commerce in 1912, deposits 

totaled over $19,000,000 and assets wer 

in the neighborhood of $29,000,000, 
ao * * 
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To a layman, the foreign exchange | 


situation produces many complexities 
A client with a flare for figures com 
piled the following comparative tabk 
of Canadian statistics taken from off- 
cial sources and asked his banker if 
values, statistics and balance sheets 
meant anything these days or was it 
just a state of mind? 


December 1930 


August 1931 
Unfavorable 


Trade Balance.... Favorable 
Specie Reserve to 
Dominion Notes 
outstanding..... 
Savings Deposits in 


38 


ol 


Canada  (Char- 

tered banks).... $1.427,569,710 31,451,275,655 
Gold Production... 35.000.000 Running in excess 

52,000,000 

Dominion Note 

Circulation. .... 174,218,634 141,615,347 
Bank Note Circula- 

| SERS 159,341,085 141,813,032 
Group of Imme- 

diately Available 

Liquid Resources 

(Chartered 

Banks)......... 862,360,882 865,297,345 


The client pointed out that in 
December, 1930, Canada had an un- 
favorable trade balance. The ratio 
of gold to Dominion note issue, while 
at statutory requirements, was 13 per 
cent less than that shown in August 
1931. Savings deposits were $14, 
000,000 less than the August, 1931, 
total. Gold production was on a 
lower level. Dominion note circula- 
tion was approximately $33,000,000 
more than in August 1931. Bank 
note circulation was nearly $18,000,000 
more than in August, 1931. On 
December 30, however, the Canadian 
dollar was around par. In September, 
1931, shortly after Canadian statistics 
show a much more favorable and liquid 
position, the Canadian dollar was ata 
discount of from 10 to 15 per cent. 
‘“‘Now,” he said, “taking into con- 
sideration that Canada has _ never 
defaulted and is continuing to meet 
her obligations in gold, that her treas- 
ury deficit is relatively low compared 
with other countries, and that many 
fields of taxation are yet to be explored, 
who will explain the pressure on Cana- 
dian exchange and the heavy discount 


on the Canadian dollar?”’ 
* * * 


It is most difficult to explain to the 
man on the street all the different 
factors which influence the exchange 
rate. There are probably more weird 
ideas harbored by the public on the 
subject of exchange than any other 
activity of banking. 
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CLEARING HOUSE 


popular ideas in the past has been that 
the banks set the rate of exchange. 
This delusion, however, has been 
pretty well dissipated in Canada as 
this is the second time in a decade 
that the Canadian dollar has been 
under a heavy discount. Shortly after 
the war the dollar slumped, the bottom 
of the dip being reached on December 
17, 1920, when the discount was quoted 
at 1944 per cent. There was a steady 
recovery from then on, however, par 
being reached in 1922 with a slight 
relapse in 1923 and recovery in 1924. 
During the period in 1920 when the 
jollar was under a heavy discount, 
some of the Canadian banks conducted 
educational campaigns in the press 
designed to give the layman an 
elementary knowledge of the under- 
lying reasons behind the fluctuations. 
A series of advertisements run by the 
‘anadian Bank of Commerce at that 
me attracted much favorable atten- 
ion. The bank answered many of 
ihe questions the public were asking 
in a clear and concise manner and the 
campaign did much to correct many 
of the popular misconceptions. 
* * * 


The present world unsettlement has 
certainly brought a number of pressing 
problems which to the younger genera- 
tion of bankers may appear without 
precedent. Veteran bankers and stu- 
dents of banking history who have 
passed through or reviewed many 
periods of panic and prosperity, can 
recall incidents and situations which 
have overshadowed anything that 
1931 has produced. The early strug- 
gles of some of the foremost banking 
institutions of United States and 
Canada make interesting reading in 
the light of present events. Many of 
the problems encountered are exactly 
parallel to present conditions and his- 
tory shows that, after all, the world 
has not changed much and incidents 
have a habit of repeating themselves 
at intervals of ten to fifteen years. 
The record also shows that difficulties 
considered insurmountable in_ the 
old days, were actually minor and 
temporary setbacks in the path to 
greater development. 

* * * 

A banker from abroad recently 
commented on the casual attitude of 
the average Canadian to world-wide 
events. This is probably an asset 
which the Dominion has not counted 
on its balance sheet. The man on the 
Street refused to get excited over 
the passing of Great Britain from the 
gold standard. The slump of the Cana- 
dian dollar was coincident with the 
Playing of the world series and the 
reaction of the average Canadian 
was typical of the watcher of the news- 
Paper bulletin board who said ‘Let 

er sag. We want to know whether 
the Cards. can put it over.” 
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(WE HOLD AS OUR VOUCHER THE ORIGINAL THIS MEMO, 
CHECK. IF FOR ANY REASON THE CHECK MAY BE DESIRED, PLEASE RETURN THIS CHECK 
‘TO US DULY RECEIPTED BY A PERSON AUTHORIZED TO SIGN CHECKS FOR YOUR ACCOUNT 
AND THE ORIGINAL VOUCHER WILL BE SURRENDERED. 
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Com rulings have held that charging an account with 
a certified check, without written authority, is comparable 
to charging the account with an unsigned check. 


Here is a one-operation register plan for handling certified 
checks which overcomes all the hazards and inconveniences 
of the single register or journal method. At one writing, the 
teller prepares the register as well as both charge and credit 
tickets. All copies carry the maker's signature. 


The McBee representative who calls at your bank has a 
folder illustrating the complete Certified Check Register 
System. He'll gladly explain the system to you, or you can 
write for full particulars. 
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Other Factories in San Francisco, St. Louis, New York and Montreal 
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THE BURROUGHS® 


Now Progressive Con- 
servatism 


(Continued from page 6) 


the conservative advice of the elder | 
statesmen. 


Such a policy ‘of progressive con- 
servatism, or far-sighted alertness, is 
the great need of banking today. As 
has already been pointed out, very few 
banks are being reckless. Lack of cau- 
tion is a greater sin than over-caution. 
But, like murder, while it is a greater 
sin, it is less frequently committed 
than most other sins and therefore in 
the aggregate is of less consequence. 

The banker who brings to his every- 
day job a sense of his responsibility 
for safety combined with progressive 
conservatism, is doing the best banking 
job. He is earning greater profits than 
the timorous banker, and he is building 


for an even greater future. What's | 


more, he is doing a real national serv- 
ice. For this is undeniable, that pros- 
perity will come all the sooner if we 
have banks which make normal busi- 
ness possible for those customers smart 
enough to do it under current condi- 
tions. 


New Business Tips Passed 
to Branches 


HE head office of one large 
Canadian bank subscribes to com- 


| mercial services of one kind and another 


that report changes of address of busi- 


| ness firms, opening up of new stores 


and manufacturing plants, etc. When- 
ever some business occurrence of this 
character is reported within the baili- 


| wick of one of this bank’s branches, 


the manager is notified by letter at 
once. He will receive some such group 
of notices as this: 


“Harvey Smith has moved from 121 
Adelaide Street to 17 Rupert Street. 
Business: plumber. New _ telephone: 
Adel. 1789.” 

“Atlantic Suit and Cloak Company 
registered April 1, to do business at 12000 
West Avenue. Max Lipsowitz and Abel 
Cohen, partners.” 

‘Harry Brown is opening grocery store at 
43 Centre Boulevard.” 


No further comment is given. Head 
office does not attempt to find out any- 


thing about the character or present | 


banking connections of these individ- 
uals. They are merely tips for possible 
accounts. It is up to the manager to 
find out what business potentialities 
lie in each development. By central- 
izing this work at head office, consider- 
able time and expense is saved to the 
individual branches. Of course the 
managers are themselves constantly 
on the lookout for changes that may 


mean new business, but they appre- | 


ciate the additional service that helps 
to prevent missing anything. 
—F.S. C. 
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FROM A BUSY DESK 





[ial 


By Hy. W. Sanders 


Cashier, First National Trust and Savings Bank, Santa Barbara, California 


OME months ago we used quota- 
S tions from a century-old article 
on current economic 
that sounded strangely familiar to 
modern ears. Now comes from a 
correspondent some quotations from 
the report of the first United States 
Commissioner of Labor, written in 
1886. Excerpts: “The depressions 
with which the present generation is 
familiar belong to the age 
of invention and of organ- 
ized industry the 
industrial activity of the 
last half century has re- 
sulted in fully equipping 
the civilized countries of 
the world with economic 
tools, and the work of the 
future must _ necessarily 
be (sic) repair rather than 
construction . . machinery 
and overproduction are two 
causes so closely allied 
that it is quite difficult to 
discuss the one without 
taking the other into con- 
sideration . . displacement of labor. . 
crippling the consuming power of the 
community in boot and shoe 
industry 500 persons displaced by 100 
persons assisted by machinery 
in manufacture of carpets improve- 
ments in machinery have displaced 
from ten to twenty times the number 
of persons now necessary . . . in 
manufacture of flour displacement of 
three-fourths of manual labor ; 
in manufacture of paper a machine 
now used for drying and cutting, run 
by four men and six girls, will do the 
work formerly done by a_ hundred 
persons and do it very much better. 
At the present time the effects 
of the depression are wearing away 
and all the indications are that pros- 
perity is slowly, gradually but safely 
returning.” 


conditions 


* * * 


Banks should be careful of incurring 
moral obligations that cannot be 
legally enforced. Recently a bank 
officer received a man who purported 
to be a minister of religion and 
carried a forged letter of introduction 
to the bank officer. The “minister” 
produced a stock certificate showing a 
sizable holding of a stock that was 
rapidly falling on the exchange and 
Said that he had been persuaded to 
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invest his life savings in the stock, 
and please was it all right? The banker 
told him what he thought of his stock 
and the “minister” immediately asked 
his help in selling out without any 
delay.. The banker took down his 
phone and called a stockbroker friend, 
asking him to sell the stock and 
informing him that the bearer of the 
certificate would call at his office. The 
broker, relying on_ the 
banker’s message, certified 
the ‘“‘minister’s’ endorse- 
ment on the certificate. 
Later it turned out to be 
a forgery and the broker 
had to pay. He called on 
the bank to refund as 
having introduced the 
“minister.” The bank 
called on its insurance 
company and the _ insur- 
ance people said in effect: 
“The bank is not liable 
legally, therefore the in- 
surance does not cover.” 
Eventually the bank paid 
the broker and charged undivided 
profits. 


* * * 


Another story of somewhat the 
same character is told of a series of 
night football games. One of the bank 
tellers who was close to the team 
arranged to take the money at the 
game, carry it to the bank, and lock 
it up until morning. The officers of 
the bank stopped this proceeding on 
the ground that if the teller should be 
held up, the bank would not be 
covered by its insurance policy.’ The 
law is clear that where a person hands 
money to a bank employee outside 
of his regular duties at the bank and 
makes of him a messenger, he becomes 
agent of the customer and not em- 
ployee of the bank, and the bank is 
not liable until the money comes into 
its possession in the regular course of 
business. In case the proceeds of the 
football match were lost, the bank 
would have no legal liability, but 
would probably feel morally liable 
and refund the money to the team, 
charging the bank’s own reserve funds. 


* * * 


In The Burroughs Clearing House for | 


the girl messengers at the Harris Trust | 


October appeared an article describing 
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ONE WAY 
TO LOSE 
MONEY 


Just time to catch his train... 
a porter grabs his bags. . . the 
taxi is paid off . . . a rush to 
the ticket window . . . no 
wallet. 


Ithappens hundreds of times. 
People do lose money or mis- 
lay it or have it stolen. No 
need to worry, though, if the 
money is in A. B. A. Cheques 
—for it will be refunded. 

A. B. A. Cheques are the 
modern way to insure yourself 
against the loss, theft or de- 
struction of your money. Buy 
them at your own bank— 
spend them anywhere 
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CHEQUES 


CERTIFIED 


OFFICIAL TRAVEL CHEQUE OF 
AMERICAN BANKERS ASSOCIATION 
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7 Mellon Travelers Cheques have traveler at a premium of only 25 cents 


been carried by travelers for more per $100. The selling 


bank’s commission 


than a quarter of a century. Because of on the sale is 50 cents per $100. If you 
the world-wide standing of the Mellon are not already selling Mellon Travelers 


National Bank, they are easily cashed. Cheques, write Mellon National Bank, 
Mellon Travelers Cheques are sold to the Pittsburgh, Pa., for complete information. 
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THE BURROUGHS 


and Savings Bank of Chicago. We 
remember a time just after the way” 
when boys were scarce and girls were 
put on some of the messenger posts 
in the large city bank with which we! 
were then connected. The staff” 
promptly dubbed them “‘shehops.” 
* ” * 
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Philip Withermore says that some 
men who were described as “‘outstand- 
ing’ bankers a few years ago are now 
outstanding in a very literal sense, 
He says, too, that a few years ago all 
a man needed to be a banker was some 
money and some bars in front of him. 
Now some of them have nothing left 
but the bars. 

* * * 

Once in a while we hear from a safe 
deposit custodian. This time he tells 
of a find that is certainly mystifying 
enough for a Sherlock Holmes story, 
It seems that they had a large box on 
which rentals had become delinquent 
and that, being unable to trace the 
renter, they forced the box. Inside 
was nothing but three ordinary build- 
ing bricks, neatly wrapped in paper. 
Suspecting that perhaps they were 
hollowed and used for storage, the 
bank broke them up, but there was 
nothing there but just brick. One 
wonders if perhaps they had _ been 
substituted for some similar-looking 
packages containing gold or other 
valuables, and, if so, whether the fraud 
had ever been discovered. 

* * * 

A California banker in a small town 
says that in his younger days he wasa 
clerk in the tax collector’s office at $1 
a day and that he recollects lending 
the tax collector enough money out 
of his meager salary to pay his own 
taxes. 

* * *K 

Mostly we look upon bank failures 
as unmitigated misfortunes. But re- 
cently a man came into the bank with 
a liquidation check and told us that 
he was grateful that his money had 
been tied up in a certain bank failure, 
because if he had been able to get it, 
he would most certainly have lost it 
by buying stocks. 

ok * * 

Philip Withermore says he knows 
now what a pessimist is—the banker 
who loans money to optimists. 

* * * 

Letter from a customer to the presi- 
dent of a bank: “I am stopping be- 
tween novels to write you this letter. 
Please push your presidential button 
and summon Mr. — — — —and decorate | 
him for me with the proverbial pat 
on the back. Three months ago he| 
adopted me and my account by mail. | 
He scolded my extravagance. He| 
urged me to save. He bluntly told me 
that he was taking a large chunk 0 
my salary each week and setting !t 


| aside. I’ve only met the gentlemal 
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CLEARING HOUSE 


once, for half a minute, but his fatherly 
influence is powerful. I’m actually 
afraid of the man. I borrowed $500 
from my account and he has hounded 
me into paying most of it back. He’s 
an asset to the bank, and I’ve recom- 
mended him and it to other profligate 
authors.” 
* * ok 

The motto of that bank officer seems 
to be “catch ’em young and use ’em 
rough.” 

OK * * 

To those who have the pleasant 
problem of buying an appropriate gift 
to mark long and favorable service to 
the bank, we commend what they did 
recently at the Hibernia Savings and 
Loan Society of San Francisco. D. J. 
Buckley, vice-president, rounded out 
fifty-seven years with the institution 
and they presented him with fifty- 
seven of the biggest golden chrysan- 
themums that could be bought in the 
city —visitors to San Francisco know 
that they can grow them so large and 
beautiful there that they are shipped 
to the New York market. 

a 2 = 

Here’s a curious one. Our customer 
came in with a check from his last 
month’s statement and said that he 
had been notified that the endorsement 
was forged and that the amount was 
payable a second time. We took his 
affidavit and returned the item to the 
bank that guaranteed the endorse- 
ment. They in turn charged it back 
to their customer, a life insurance 
company. It then appeared that the 
payee’s wife, afraid he would not keep 
up his insurance, secured the check, 
forged his name, and used it to pay 
the premium. Query: should the life 
insurance company cancel the policy 
since they had accepted the check and 
issued their receipt three weeks before 
the forgery was discovered? 

o*K ok * 

A good investor says that he is 
afraid that not all the defaults in bond 
interest and principal are justified. He 
says that he knows of cases where cor- 
porations and even municipal govern- 
ments were defaulting with the idea 
of buying their bonds back at low 
figures and so cancelling the obliga- 
tions. 

ok a * 


A plan to audit the safe deposit 
department: Make a monthly survey 
of vacancies, and credit the depart- 
ment with all vacancies. Charge it 
with maximum rentals. The difference 
between the amount charged and that 
credited should be the cash intake. 
Because in most banks the rentals 
are allowed to run delinquent for some 
time before the box is forced, it is 
necessary to allow for receivables. So 
the plan would work out thus: Total 
rental capacity, less monthly credits, 
should equal cash plus receivables. 


Thirty-three 





per minute... 


Telephone service has buyers 
in busy homes, in busy offices, 
in busy booths of public pay sta- 
Calls made in the Bell 
System average 45,000 per min- 
ute—45,000 sales. 


These calls are made over 


tions. 


the nearly 16 million Bell-owned 
telephones, connected by 80,- 
000,000 miles of wire. A plant of 
vast proportions has been devel- 
oped to meet the public’s needs. 


and 


Construction improve- 


ments are averaging more than 
$1,000,000 every working day. 
To the investor this means 
putting money to work in essen- 
tialand productiveways. During 
half a century income has in- 
creased with plant growth and 
dividends have been paid with- 
out a break. 
May we send you a copy of our 
booklet “Some Financial Facts’’? 


BELL TELEPHONE 
SECURITIES CO. Ine. 


195 Broadway, New York City 











Next Month: 


*“*As Prices Fall, Who Gains ?”’ 
By Wittrorp I. Kine, Professor 
of Economics, New York Univer- 
sity—the first of three articles on 
the price level. 


In the subsequent articles, Dr. King 
will discuss ‘*Why Has the Price 
Level Fallen? ’’ and ‘‘Feasible 
Methods of Elevating the 
Price Level.’’ 
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Waiting 





COLLECTION STICKER ASSORTMENT 
10 Kinds - 100 Each Kind, Total 1000 Stickers, $2.00 
PHENIX LABEL CO. Kansas City, Mo. 
Guaranteed to Please and Produce Results 


In writing to advertisers please mention The Burroughs Clearing House 
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OUR STORY \ 


WR vooes sales argument other hotels may 


advance, we'll stick to the only one we’ve ever known —the story 


of Value 


During the last year we have told our story of Va/ue in serial 





the story of giving travelers more for their money. 


form in these pages. There was an advertisement about our 
luxurious Statler beds under the headline, “Sink down, down, 
down into sleep.’”” And one about our baths entitled, “There 
really should be rainbows in these showers.’’ Then there was 
another about the newspaper we place under every guest room 
door in the morning. It bore the caption, “Extra! Extra! Extra!” 

Perhaps in that latter caption you recognize the little play or 
words we permitted ourselves . . .““Extra! Extra! Extra!’ For 
these features are extra values — like all the conveniences which 
you get with every Statler room: Radio Reception; Hair Mattress 
with Inner-Springs; Every Bathroom with Shower; Circulating 


Bed-head 


Morning Newspaper under the Door. 


Ice Water; Reading Lamp; Full-length Mirror; 

From this inventory (incomplete as it is) you get an idea of 
what we mean by va/ue. And if you are like thousands of your 
fellow travelers, you will sum up these Statler values and decide 


that, in total, they present the greatest hotel bargain to be had. 


HOTELS STATLER 


BOs TON BUFFALO 


CLEVELAND DETROIT $T. LOUIS 
in NEW YORK, JAofe/ Pennsylvania 





In writing to advertisers please mention The Burroughs Clearing House 
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When a box is forced, a suitable entry 
should be made writing off the rental 
and thus reducing the receivables. 


* * * 


Generally speaking, bank buildings 
are poorly laid out. Rule of thumb 
and guesswork determine the spaces 
provided for the various departments, 
The amount of space allotted to the 
public is usually excessive. The matter 
should be determined by counting the 
people in the lobby on the busiest day 
of the year, probably on the day after 
a holiday for which most business 
remains open but the banks are closed. 
Then add a percentage for a margin of 
safety in case of emergency and we 
would know how much lobby space to 
allot the public. Another way in which 
rental space might be cut down would 
be to send all non-essential depart- 
ments upstairs to other floors. and to 
make people walk up to a mezzanine 
for loans. On the main banking floor 
should be paying and receiving, sav- 
ings, and if possible safe deposit fa- 
cilities, for these are the services used 
by the mass of the customers. 


* * * 


In our small bank we have a striking 
object lesson of the expense caused by 
the commercial accounts. We have 
some $3,000,000 of savings on which 
the work is done by one or two people. 
We have but $2,000,000 of commercial 
on which we employ three tellers, 
three bookkeepers, and two or three 
other employees. The graduated serv- 
ice charge we are now installing is 
certainly justified. 


* * * 


We have several times printed 
letters in this column that indicate the 
extreme care we should all exercise in 
these times of stress in order that the 
public should not be in any way 
alarmed. We mentioned last the case 
of the woman customer who saw that 
the statement of condition was pub- 
lished at “‘close of business” on a cer- 
tain date and anxiously asked all her 
friends if the bank were closed. An- 
other case concerns.the certified public 
accountants who do the detail work 
for our directors’ examining committee. 
They tell us that they had a call to 
conduct an audit in a certain small 
bank, and that the sight of the auditors 
in the bank was nearly enough to start 
a run. They finally got behind the 
scenes and all was well. We heard ol 
another case where an evening meeting 
of the board of directors, called be- 
cause a quorum could not be obtained 
in the daytime, struck fear into the 
hearts of a nervous community. 


* * * 


Philip Withermore says he is a pretty 
good dandelion golfer. 
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CLEARING HOUSE 


Reflections of a Bank 
Director 


(Continued from page 10) 


used for?” The 
directly to the bank. 
“Well, they are taking a little flyer 
in oil. It seems they are on the inside 
of a Texas property that is likely to 
make millions but they are keeping it 
quiet because of the criticism that 


note was made 





might come if their neighbors gen- | 


erally knew of it.” 

The note was approved —I did not 
vote “‘No” for I felt it must be good. 
Time went along and when it was due, 
the Lathams were not ready to pay. 
It was renewed twice in that year and 
finally the board was worried. 


One day came into my office a friend | 


from a neighboring town who made 
mention of the Lathams and remarked 
that Ezra was doing business in his 
town a lot. 
more than he does yours,”’ he added, 
meaning to tease me. It was just a 
suggestion but worth looking into. 

I took a day off and in my car went 
to a half dozen towns of the vicinity 
and interviewed the bankers. I found 


‘“‘He patronizes our bank | 


that the Lathams had borrowed of all | 


of them. That night we had a special 
meeting of the board. 


‘THE president was shocked at my 
report. ““Why didn’t you come to me 
at once?” he demanded. 

“I wanted to be sure first and 
thought my inquiries would arouse 
less interest than yours.” 

“Maybe you’re right,’ he admitted. 

Early the following morning we 
filed suits and attached everything 
that was attachable —and just in time 
for, as usual in such instances, all the 
creditors awoke and followed our lead. 
In the end we got our money while a 
half-dozen other institutions took 
heavy losses. 


The incident taught me one lesson: | 


The customer who is fooling with 
speculative stocks should be watched 
and often men of mature years are 
the ones that fall hardest for gambles 
of this sort. Boards of directors may 
not know all the circumstances of 
such loans as that of the Lathams and 
in those days when the bank president 
or cashier failed to make definite in- 
vestigations, the chances were that 
nobody would. In these times state- 
ments, if honestly made, help to regu- 
late that. In this instance it was 
merely luck that the situation was 
anes ae through a director 
oo. 

In the end the two men who had 
been well fixed lost their every dollar 
and left their farms to work by the 
day in town. They are but samples 
of other borrowers who have gone the 
Same route, partly because the local 
banks were willing to loan money, 
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Give your customers 
this better check paper-- 


ANKERS who are a careful in buying 
their check paper are selecting Hammermill 
Safety check paper— 


Because it gives them checks of high quality, 
at a substantial saving. 


Here’s a safety check paper with a smoother 
surface that your customers will appreciate. Try 
it yourself— make your own comparisons.* 

Strong new fibres give extra strength. In tests, 
Hammermill Safety stands hundreds of folds. 

Uniformly high quality at low cost, due to 
manufacture complete in one mill, from raw 
material to sensitized surface. 


No one objects to paying less for better check paper. 


HAMMERMILL PAPER COMPANY 
ERIE, PA. 


Ren’ -RMILy 


* Mail the coupon 
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ORIGINAL 


Padua Protects Banks 
Patents Protect Padua 


WIth Padua Hold-Up protection you serve 
effective notice on hold-up gangs. You 
avoid trouble because they know Padua 
cannot be beaten. Padua Foot Units are 
protected by patents. Let us tell you how you 
can use them with your present equipment. 





NIGHT DEPOSITORY | 


THE BANK VAULT INSPECT! INSPECTION CO. | co. 
S SOUTH I8TH. STREET 
ied | PHILADELPHIA, PA. a 


No false alarm via the broom 


PADUA Hold-Up Alarm Corporation 


Lift of foot sets off alarm 


83 Seneca Street Cohoes, N. Y. 
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SAFETY BOND 





is best for 








BECAUSE of its plain, no-pattern surface 


a negative can easily be made of a check 


printed on Gilbert Safety Bond reduced 15 
to 20 times. The contrast between the print- 
ing and hand writing and the face tone of 
the check paper is most extreme. The plain 
background represented by Gilbert Safety 
Bond furnishes an absolutely positive and 
definite flat tone which cannot possibly 
effect the legibility of the printed charac- 
ters. The smaller the check reduction, the 








more imperative it becomes to use Gilbert 
Safety Bond for this reason. 
Specify this “Safest of Safety Bond” to 


7 your printer or lithographer. 
GILBERT PAPER CO., Menasha, Wis. 


In writing to advertisers please mention The Burroughs Clearing House 
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unconcerned if it were to be turned 
over to conscienceless stock salesmen. 
I believe a banker is to some extent 
his brother’s keeper in financial affairs 
—at least he should do his best to 
guide a customer aright. 

Incidentally, of eight Fence Post 
notes we bought, one was a total loss, 
on two we had to sue and four bor- 
rowers paid after a long struggle. 
Only one customer made enough out 
of his contract to meet his obligation. 


Profits in Securities 
Safekeeping 


(Continued from page 13) 


and substitution of securities between 
interest periods, or in other words, 
bonds are deposited after the date 
of interest payment and withdrawn 
before the next date arrives; there- 
fore, no income collected. This 
is also true of registered bonds the 
interest payments on which are usually 
forwarded direct to the owner by 
check. The plan is likewise unfair to 
the depositor in that the charge figured 
on the income of bonds would not be 
uniform and would vary in accordance 


: 
2 





with the rates of interest —for example: | 


One customer may have $5,000 par 
value United States 3 per cent Treas- 
ury Notes on which the income would 
be $150 per annum, while another 
customer may have $5,000 par value, 
6 per cent industrial bonds on which 
the income would be $300 per annum. 
Therefore, the safekeeping charge for 
the owner of the industrial bonds, based 
on a percentage of the income, would 
be double that charged the owner of 
the United States bonds, while the 
safekeeping service performed by the 
the bank would be practically the 
same in each case. 

It would be difficult to suggest a uni- 
form schedule of charge for safekeeping 
service which might be adopted by all 
institutions as there are local condi- 
tions in many cities precluding the 
possibility of a general agreement on 
the subject. However, the following 
scale of charges is suggested as an 
equitable one: 


On Bonds, Notes, Mortgages or Obliga- 
tions of Similar Import 
$1.00 per $1,000, par value per annum for 
the first $500,000. 


.00 per $1,000, par value per annum on 
excess over $500, 


On Stocks 
l¢ ‘wd share per year on lots under 1,000 
shares. 


l4¢ per share per year on lots in excess of 
1,000 shares. 


Minimum annual charge $5.00. 


Charge for securities held less than 


one year figured on the annual basis | 
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CLEARING HOUSE 


: prorated for the lesser period, with a 
+ minimum of $1.00. 


The application of this schedule 
requires the minimum of clerical labor, 
especially in so far as the bonds are 
concerned. 

The rate per share on stocks may 
seem to be low. However, unless there 
are frequent withdrawals or substitu- 
tions incidental to their handling, the 
effort required and the responsibility 
assumed are considerably less than 
that in handling bonds for the reason 
that a vast majority of bonds are of 
bearer form and therefore negotiable, 
while stocks held in safekeeping are in 
most cases unendorsed. 

There are also certain advantages 
accruing to the bank in the operation 
of a safekeeping department which 
perhaps should be taken into considera- 
tion. The following are the most 
important: 


1—Most securities held in safekeeping 
vaults are owned outright by the depositor 
and are therefore not in the category of 


securities hypothecated as collateral for | 


indebtedness. However, the tenor of the 
pledge agreement required by most banks 
provides authority for the use of any such 
securities as collateral in case of need. 

2—The safekeeping accounts file also 
provides a list of prospects who may be 
interested in offerings of the Investment 
Department as well as prospects for trust 
services. 


This article is offered for the purpose 
of directing the attention of the bank- 
ing fraternity to the importance of the 
“Securitics Safekeeping Department” 
and its neglected possiblities for earn- 
ing dividends. 


A Modern Financial 
Dictionary 


By T. D. MacGregor 


Active Account—Any checking ac- 
count with a balance below $100. 

Advice Department —Another name 
for the Investment Department. 

Agricultural Paper—A_ publication 
read by farmers, such as “Farm and 
Home,” “Hoard’s Dairyman,” etc. 

Assessed Valuation—The amount a 
man is lucky to sell his property for in 
these times. 

Assessment — An Irish dividend. 
_ Balance —What you lose completely 
i! you are much upset by a bank 
failure. 
_ Bear Operator —The revised spelling 
is bare operator. 

Close Corporation—One that pays 
small salaries and is otherwise tight. 

Corner—The place around which 
Prosperity is lurking. However, no- 
body knows which corner it is. 

Credit—Something that is hard to get. 

Domestic Exchange —An altercation 
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PS. 





HENRY L. DOHERTY BUILDING 
INSTALLS YORK VAULTS 


HIS magnificent building in New York City is the new home 

of the Cities Service Company. From it are directed the ac- 
tivities of this great institution which has over 125 subsidiary 
companies, more than 25,000 employes and operates in 36 states 
as well as in Canada and Mexico. Its securities are owned by 
more than three-quarters of a million people. 


The selection of York Vaults by this great company to protect 
its vast resources is the most recent of many significant tributes 
to York excellence and York preeminence. 


YORK SAFE & LOCK CO. 


Manufacturers and Builders of the 
World’s Greatest Vaults 
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in the home. Cf. the boy’s definition 
of a monologue—A conversation 
between two persons, such as a man 
and his wife. 

Elastic Currency —Much desired at 
this time. It should be so elastic that 
a five-dollar bill would stretch to cover 
a day’s expenses and then snap back 
into one’s jeans. 

Fixed Income —Many incomes have 
been fixed by a 10 or 20 per cent 
cut, or by total elimination. 

Floating Debt—A boat that hasn’t 
been paid for. 

Frozen Assets—The result of an 
epidemic of cold feet. 


Going Concern —One which is going 
to the dogs. 

High Finance—A trust company 
located on the thirtieth floor of a New 
York skyscraper. 

Endorsement —Checks are so rare 
now that the accepted form of en- 
dorsement has become, “I heartily 
endorse this check.”’ 

Insufficient Funds —An almost uni- 
versal condition right now. 

Margin—Something in great de- 
mand by brokers, who say like “‘Oliver 
Twist,” “Please sir, I want some 
more.” 

Melon —Formerly a favorite fruit of 
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ADDING :- 


THE BURROUGHSM# CLE 


Among its numerous applications covering 
every department are the following : 


Savings Interest 


In the savings department it reduces the peak 
load of the interest period and lessens mental 
fatigue. Completes the interest figuring with 
minimum interruption of regular work. Electric 


operation and other machine features produce 
maximum speed. 


Metered Service Charges 


In banks that have adopted a metered service 
charge Burroughs Electric Calculator is an 
extremely fast means of determining aggregate 
balances and float. It will also handle all other 
operations in calculating service charges. 


Other Work 


Moreover, it figures interest due to correspondent 
banks; interest on cash balances in the Trust 
Department; interest on notes in the Loan and 
Discount Department. In the Bond Department 
it checks invoices and figures interest. 


For a complete demonstration of the wide application 
of this machine call the nearest Burroughs office. 


Burroughs Adding Machine Company 


BOOKKEEPING 


Detroit, Michigan 
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Burroughs Electric|( 


HIS machine handles all bank calcula- 
tions quickly, easily and accurately. 
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\Calculator 


| has ns USES [OLY A 








Delivered, U.S.A. 
13 Column Size, 


$400 


1—Light, uniform key touch 
2—‘9’ key depressed as easily as the ‘1’ 
Not ef hese 3—Each key always registers its full value 
features : 4—Easily operated; motor does the work 
§—Clearing bar instantly clears the dials 
6—Dials are large and figures legible 


7—Easily carried to any desk 
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Chair for 
Operators 





Promotes efficiency and reduces fatigue in office 
work. Assures a posture that maintains energy 
throughout the entire day with the result being 
increased alertness and vigor. Because of the 
lessened physical and mental strain, the operator’s 
volume of work is noticeably greater. Ideal for use 
with Adding, Bookkeeping, Calculating, Billing 
Machines and Typewriters. For more information 
call the local Burroughs office, or write to: 


Burroughs Adding Machine Company 
Detroit, Michigan 
Burroughs Adding Machine of Canada, Limited, Windsor, Ontario 


INCREASES EFFICIENCY:-- REDUCES FATIGUE 
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corporations, now almost entirely 
superseded by the lemon. 

Moral Risk—Something you ru 
when you go into politics. ; 

Overdraft — One way to create a debit § 
balance. : 

Par —Formerly the normal value of 
a share of stock. 

Pool —Something for plungers. 

Passing a Dividend —A very common © 
present practice of corporations. ta 

Preferred Stock —Gentlemen prefer | 
bonds. Ss 

Pound  Sterling—Formerly worth 9 
$4.86656. ; 
Solid Bank —It has liquid assets. 
Sinking Fund—A means of getting |) 


rid of floating indebtedness. 
Watering Stock —Giving the cattle a 
drink. You can lead a horse to water, 
but you can’t make him drink. 
When the Banker Turns ¢ 
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alderman to a ward—and limited to 
legislative powers; if the powers of the 
mayor were increased to make him the 
really functioning chief executive ol- 
ficer; and if the existing board of esti- 
mate and taxation were vested with| 
complete financial control over all 
divisions and departments of the city. | 

Police departments everywhere | 
should be taken out of politics. A| 
strong department can not be built up| 
so long as the head is made a political 
pawn in every mayoralty campaign. 
Politics and effective police work do 
not belong together. As long as the 
mayor has the appointing of the chie/ 
or superintendent of police, the police 
department is bound to be dragged 
more or less into every political cam- 
paign. Just how the department can 
be removed from politics without tak- 
ing from the chief executive the control 
of the law-enforcing machinery, I am 
not prepared to say. 

I enjoyed the mayor’s office. I re- 
tired from it with a pleasant memory 
and a good taste in the mouth. The| 
office did much for me. I know my 
city and its people more widely, more 
intimately, than I could come to know 
them from any other experience. While 
I hope that my training as a banker 
contributed toward my service as 
mayor, I am sure that my experience 
as mayor will make me a better banker. 


Certificate or Check? 


HE customer asked for a certificate 
of deposit at 4 per cent. 

The cashier gave him a check on the 
bank —and the customer did not know 
the difference. Fe 

The Wisconsin courts ruled that the | 
check was a deposit certificate and | 
drew interest at 4 per cent. —M. L. H. 


PRODUCED IN THE BURROUGHS PRINT SHOP 
AT DETROIT, MICH., U.S.A. 4070-12-31-ADV. 














